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Wednesday,  February  9,  1994. 

BUDGET  OVERVIEW 

WITNESSES 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

larry  wachs,  budget  office,  department  of  agriculture 

Introduction 

Mr.  DURBIN.  Grood  morning.  Welcome  to  our  first  hearing  on  the 
fiscal  year  1995  Appropriations  Bill  for  the  U.S.  Department  of  Ag- 
riculture. We  are  kicking  off  this  hearing  with  the  gentleman  that 
I  refer  to  as  the  pilot  light  of  the  Committee — if  you  were  not  here, 
we  could  not  operate.  Steve  Dewhurst,  who  is  budget  officer  with 
the  Department  of  Agriculture,  and  Larry  Wachs,  also  with  the 
budget  office. 

Steve,  we  have  received  the  President's  budget  request  and  re- 
viewed it  with  the  Subcommittee.  We  are  anxious  to  hear  your 
comments  on  it.  So  proceed. 

Budget  Overview 

Mr.  Dewhurst.  Thank  you,  sir.  It  is  a  privilege  to  be  here  today 
to  talk  to  you  a  bit  about  the  budget  that  the  Administration  has 
recommended  to  the  Congress  for  fiscal  year  1995  for  the  Depart- 
ment of  Agriculture. 

What  we  have  done  is  issue  a  little  book  that  we  call  the  Budget 
Summary  Book,  which  seems  to  get  longer  and  longer  each  year. 
The  Budget  Summary  Book  has  been  distributed,  and  in  it  is  some 
narrative  and  details  about  the  things  that  are  proposed  in  the 
President's  budget.  However,  it  is  not  specifically  tailored  to  the 
needs  of  this  subcommittee. 

So  we  have  produced  a  series  of  tables,  this  morning,  that  are 
tailored  to  the  needs  of  this  subcommittee,  are  consistent  with  your 
jurisdiction,  and  focus  on  appropriations  requests  under  current 
law.  What  I  would  like  to  do  for  the  next  few  minutes  is  to  take 
you  on  a  bit  of  a  tour  through  those  tables,  and  show  you  where 
some  of  the  key  proposals  are,  and  what  they  might  be. 

[The  tables  follow:] 
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Mr.  Dewhurst.  The  first  three  tables  are  an  overview  of  dif- 
ferent perspectives  on  the  total  budget  being  recommended  for  the 
Department.  On  the  first  table,  you  will  notice  that  the  1995  re- 
quest being  made  of  this  Committee  for  appropriations  for  the  De- 
partment is  $67,389,285,000.  That  is  the  bottom  right-hand  figure. 
That  is  a  decrease  of  $2,249,833,000  below  the  level  that  you  ap- 
propriated in  1994. 

What  we  have  done  in  these  tables  in  the  1994  column  is  the 
amount  that  you  actually  appropriated  in  last  year's  appropriations 
act.  To  the  extent  that  there  are  supplementals  or  rescissions  pend- 
ing that  would  change  1994  numbers,  we  have  accounted  for  those 
separately  in  the  back  of  this  package.  But  we  thought  for  compari- 
son purposes  that  it  was  better  to  stick  with  the  numbers  that  you 
had  already  approved,  and  the  President  had  already  signed. 

COMMODITY  CREDIT  CORPORATION  BUDGET  REQUEST 

When  you  look  at  those  numbers,  of  course,  you  see  that  in  the 
Commodity  Credit  Corporation — CCC — that  there  is  a  reduction  in 
our  appropriations  request  of  $2.5  billion. 

Some  of  the  news  reports  on  the  budget  I've  noticed  in  the  last 
few  days  have  placed  great  emphasis  on  the  reduction  in  CCC 
spending,  assuming  that  there  is  some  policy  reason  for  that  reduc- 
tion. In  point  of  fact,  unlike  previous  years,  there  is  no  proposed 
legislation  to  change  the  farm  programs,  to  change  target  prices,  to 
establish  means  tests,  or  to  do  some  of  the  things  that  have  been 
proposed  in  the  past.  - . 

The  number  asked  for  in  1995  is  simply  an  estimate  of  what  the 
Corporation  will  require  in  resources  to  carry  out  the  farm  pro- 
grams in  1995.  It  is  down,  because  the  budget  assumes  that  we  will 
not  have  disasters,  we  will  have  more  normal  crop  sizes,  and  we 
will  have  something  called  normal  weather,  which  we  very  seldom 
seem  to  have. 

FOOD  AND  NUTRITION  BUDGET  REQUEST  .     ,'. ; 

The  budget  for  the  Food  and  Nutrition  Service  is  up  by  $892  mil- 
lion. I  will  be  showing  you  as  we  go  through  these  tables  where 
some  of  those  increases  occur. 

The  majority  of  the  Department's  programs,  the  discretionary 
programs,  are  down  by  about  $642  million,  and  I  will  be  showing 
you  where  some  of  those  changes  are. 

MANDATORY  VERSUS  DISCRETIONARY  PROGRAMS 

If  you  look  at  the  second  page  of  the  package,  we  talk  about  the 
spending  caps  and  budget  authority  caps,  and  we  talk  about  discre- 
tionary and  mandatory  spending.  I  thought  that  it  might  be  useful 
to  show  you  at  least  from  our  perspective  what  the  mandatory 
numbers  are  for  the  Department  that  are  before  you,  and  what  the 
discretionary  numbers  are. 

Obviously,  the  vast  majority  of  the  Department's  budget  is  man- 
datory. Food  stamps  is  mandatory.  CCC  is  mandatory.  So  of  the 
$67.4  billion  that  is  requested  in  1995,  over  $54  billion  of  that 
amount  is  mandatory.  About  $13.4  billion  is  discretionary.  You  can 
see  both  numbers  are  down  in  1995,  the  mandatory  number,  large- 
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ly  because  of  the  reduction  in  the  CCC.  The  discretionary  is  down 
because  of  a  series  of  decisions  that  are  recommended  in  this  budg- 
et that  I  will  be  showing  you. 

The  third  table  has  a  lot  of  numbers  on  it,  and  I  apologize  for 
that,  but  this  is  another  perspective  on  the  budget  that  I  thought 
was  important. 

USDA  REORGANIZATION 

When  the  Secretary  comes  up  here  to  testify  in  a  couple  of 
weeks,  he  will  be  talking  I  am  sure  about  proposals  to  reorganize 
and  down-size  the  Department.  The  Secretary  talks  about  reducing 
USDA  employment  by  7,500  staff  years  over  the  next  few  years, 
and  saving  $2.6  billion.  This  table  simply  shows  you  where  all 
those  numbers  come  from.  You  will  notice  that  by  1998,  in  total, 
there  is  a  reduction  of  7,503  staff  years  compared  to  1993,  and 
about  $2.6  billion  in  savings. 

The  Secretary  committed  when  he  set  up  the  reorganization  of 
the  Department  to  cut  headquarters  more  than  the  field,  to  cut  ad- 
ministrative staffing  more  than  program  staffing,  and  so  forth. 
These  percentages  were  developed  for  the  House  Agriculture  Com- 
mittee, so  that  they  could  see  that  the  Secretary  was  true  to  his 
objective  in  the  planning  that  has  been  done  for  the  reorganization. 

I  was  at  a  markup  yesterday  for  Congressman  Stenholm's  sub- 
committee on  the  reorganization  bill,  and  the  subcommittee  did  in 
fact  report  out  legislation  to  reorganize  the  Department.  So  while 
it  may  not  come  out  exactly  the  way  the  Secretary  recommended, 
it  is  very  clear  to  me  that  there  are  going  to  be  significant  changes 
in  the  Department.  So  these  numbers  will  tend  to  become  real  over 
the  next  few  years. 

Looking  at  the  major  areas  of  the  Department.  We  have  done 
these  tables  on  the  basis  of  the  current  organization  of  the  Depart- 
ment, because  we  know  that  you  cannot  have  hearings  with  agen- 
cies that  do  not  yet  exist.  So  in  this  package,  we  have  stayed  with 
the  current  organization. 

INTERNATIONAL  AFFAIRS  AND  COMMODITY  PROGRAMS 

The  first  major  area  of  the  Department  is  the  International  Af- 
fairs and  Commodity  programs  area.  What  you  will  see  in  that 
area  is  a  net  reduction  in  the  appropriations  request  of 
$123,918,000.  But  you  can  see  that  there  are  some  ups  and  some 
downs  in  that  list. 

[The  table  follows:! 
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Mr.  Dewhurst.  The  Administration  is  asking  for  almost  $241 
million  for  the  Wetlands  Reserve  Program  that  would  finance  a 
new  sign-up  of  about  300,000  acres  in  that  program  in  1995.  There 
is  an  authorization  for  75,000  acres  sign-up  in  this  year's  budget. 
So  that  is  a  significant  increase. 

The  budget  for  the  Conservation  Reserve  Program — CRP — antici- 
pates no  further  sign-up  for  that  program  consistent  with  the  pro- 
visions in  the  1994  appropriations  act.  So  the  budget  request  for 
the  CRP  is  simply  to  pay  the  annual  rental  payments  on  the  land 
that  we  already  have  in  the  program. 

Then  we  have  an  all  other  category  in  the  conservation  area.  It 
is  down  $39  million.  When  you  look  at  the  details  of  this  budget, 
you  will  find  that  there  are  reductions  recommended  in  many  of 
the  so-called  traditional  conservation  programs.  For  instance,  the 
Agricultural  Conservation  Program  is  reduced  from  $194  million  to 
$100  million  in  this  budget.  Obviously,  those  are  significant  reduc- 
tions. 

CROP  INSURANCE  CORPORATION  BUDGET  REQUEST 

The  Crop  Insurance  Corporation,  what  is  before  you  is  a  so-called 
current  law  proposal,  which  assumes  that  we  will  carry  out  the 
Crop  Insurance  Program  consistent  with  the  laws  that  Congress 
enacted  last  year,  including  the  provisions  of  our  appropriations 
act. 

The  Administration  will  submit  legislation  to  the  Congress  to 
change  the  Crop  Insurance  Program.  If  the  Congress  agrees  to 
change  the  Crop  Insurance  Program,  we  will  be  back  up  here  with 
some  amendments  to  these  numbers. 

I  have  not  seen  the  legislation  yet  in  all  of  its  details,  but  essen- 
tially, what  the  Administration  is  going  to  recommend  is  a  free  but 
mandatory  level  of  catastrophic  insurance  coverage  for  all  farmers. 

The  farmers  would  pay  a  fee,  a  $50  fee,  for  the  insurance  to  pro- 
tect them  against  catastrophic  losses,  but  they  would  not  pay  pre- 
miums for  that  level  of  coverage.  They  would  have  an  option  to  buy 
more  coverage  at  subsidized  rates,  if  they  chose  to  do  that. 

That  is  a  more  expensive  Crop  Insurance  Program  than  the  one 
we  now  have,  because  it  provides  free  coverage.  However,  it  is  a 
less  expensive  program  if  you  consider  the  combined  impact  of  crop 
insurance  and  disaster  payments.  Of  course  the  theory  is  that  if 
you  provide  free  coverage  through  crop  insurance,  you  will  not  have 
such  a  demand  for  disaster  pa3rments,  and  therefore,  those  num- 
bers will  go  down. 

Obviously,  that  is  where  most  of  the  debate  will  be  in  terms  of 
the  budget  numbers.  It  is  whether  folks  agree  with  the  estimates 
in  terms  of  impact  on  disaster  payments  from  a  new  Crop  Insur- 
ance Program. 

FOREIGN  AGRICULTURAL  SERVICE  BUDGET  REQUEST 

The  budget  for  the  Foreign  Agricultural  Service  is  up  slightly  by 
about  $4.4  million,  but  this  is  another  number  that  you  need  to 
take  a  careful  look  at.  There  is  a  reduction  of  $10  million  in  what 
we  call  the  cooperator  program.  There  are  some  overseas  costs  and 
other  items  in  the  FAS  budget,  which  bring  it  a  small  net  increase. 
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PUBLIC  LAW  480  BUDGET  REQUEST 

Finally,  there  is  the  budget  for  the  Public  Law  480  program.  As 
you  may  know,  the  Public  Law  480  program  is  the  only  program 
in  the  Department  that  is  part  of  the  international  function  of  the 
government.  All  of  the  other  programs  in  the  international  function 
of  the  budget  are  not  USDA  programs.  They  are  State  Department 
programs,  or  other  programs. 

There  are  significant  reductions  in  the  Public  Law  480  budget 
this  year.  There  are  in  fact  rescissions  recommended  in  1994. 
Those  are  because  of  other  commitments  that  have  been  made  in 
the  international  area  that  are  beyond  the  purview  of  the  Depart- 
ment. So  the  cuts  in  Public  Law  480  were  simply  done  to  hit  an 
international  budget  target  over  which  the  Secretary  of  Agriculture 
has  very  little  control. 

We  have  included  in  this  package  in  the  next  table  some  infor- 
mation about  program  levels  in  our  international  programs,  be- 
cause they  do  not  show  up  very  clearly  in  our  appropriations  re- 
quest. And  those  are  always  very  sensitive  items.  So  we  wanted 
you  to  be  able  to  see  them. 

What  you  see  is  that  the  Export  Credit  Program  estimate  for 
1995  is  the  same  as  1994.  You  see  the  same  thing  in  the  Export 
Enhancement  Program.  However,  in  Public  Law  480,  you  will  see 
that  those  numbers  are  in  fact  reduced. 

The  Market  Promotion  Program,  is  budgeted  at  $75  million,  and 
that  is  a  reduction  from  the  $100  million  that  was  provided  for  by 
the  Congress  in  1994.  Again  that  is  a  question  of  getting  spending 
down,  and  priorities  within  a  set  budget. 

SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT  BUDGET  REQUEST 

When  you  look — and  if  I  am  going  too  fast,  holler  or  shake  your 
head  or  something,  and  I  will  slow  a  bit.  The  next  major  area  of 
the  Department  is  the  Small  Community  and  Rural  Development 
Programs.  And  of  course,  that  area  is  dominated  by  credit  pro- 
grams. What  we  reflect  in  the  budget  is  the  subsidy  cost  of  those 
programs. 

[The  tables  follow:] 
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Mr.  Dewhurst.  So  what  we  have  are  two  tables:  one  which  deals 
with  the  appropriations  requests  that  we  are  making  of  this  Com- 
mittee; and  the  other  which  deals  with  the  levels  of  program  that 
those  appropriations  requests  will  buy.  So  you  can  see  the  loan  lev- 
els. 

USDA  HOUSING  PROGRAMS 

When  you  look  at  the  current  Farmers  Home  and  Rural  Develop- 
ment Administration  Programs,  you  will  see  that  the  budget  re- 
quest in  appropriations  terms  in  1995  is  $2,749,000,000.  And  that 
is  a  reduction  of  almost  $223  million  from  the  1994  level. 

But  you  will  see  that  the  reduction  is  really  in  housing.  That  is 
not  reflective,  as  you  will  see,  of  the  program  size  in  housing.  It  is 
reflective  of  two  factors  in  housing.  One  is  that  interest  rates  in  the 
country  are  down.  These  are  highly  subsidized  programs.  So  when 
we  have  generally  low  interest  rates,  the  cost  to  the  government  of 
making  these  loans  goes  down,  and  therefore,  the  subsidies  are 
less. 

The  other  is  that  within  the  total  housing  program,  there  is  a 
significant  reduction  in  what  we  call  the  rental  housing  construc- 
tion program.  That  is  our  most  deeply  subsidized  credit  program  in 
housing.  It  has  a  subsidy  rate  of  about  57  percent,  which  means 
for  every  dollar,  we  invest  in  that  program,  the  taxpayer  ultimately 
loses  about  57  cents. 

That  program  is  carried  at  $540  million  in  the  1994  bill,  and  the 
1995  budget  request  is  $220  million.  So  that  is  a  significant  reduc- 
tion. 

One  of  the  factors  that  drives  that  recommendation,  besides  the 
cost  of  the  program,  is  the  need  to  put  more  money  into  rental  as- 
sistance payments.  We  provide  subsidized  credit  to  finance  the  con- 
struction of  multi-family  housing  units  in  rural  areas,  and  we  then 
subsidize  the  rent  in  those  projects.  In  fact,  we  subsidize  the  rent 
on  about  60  percent  of  the  units  in  those  projects. 

Those  rental  subsidies  have  been  going  up  in  recent  years,  be- 
cause the  people  in  those  units  turn  out  to  be  poorer  than  our  mod- 
els predicted.  Therefore,  the  projects  need  us  to  finance  more  units 
to  stay  viable. 

What  you  will  find  in  this  budget  is  far  less  new  construction  of 
multiple  family  housing  units  in  rural  areas.  But  you  will  find  a 
$76  million  increase  in  the  budget  request  for  rental  assistance 
payments  to  help  meet  our  obligations  in  the  units  that  we  have 
already  built,  which  has  become  a  real  problem. 

In  total,  the  housing  program  in  this  budget  is  a  record.  It  is 
116,000  units,  compared  to  about  110,000  units  you  provided  in  the 
1994  bill,  and  well  over  the  86,000  units  we  had  in  1993.  However, 
there  are  tradeoffs  within  the  total  that  the  Committee  will  need 
to  look  at. 

USDA  FARM  PROGRAMS 

When  you  look  at  the  other  areas  of  Farmers  Home  and  Rural 
Development,  namely,  the  Rural  Development  and  Farm  Programs, 
the  Secretary,  of  course,  has  a  primary  interest  in  providing  ade- 
quate water  and  sewer  systems  in  rural  areas.  You  will  find  a  sig- 
nificant increase  in  the  direct  lending  we  do  for  water  and  sewer 
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systems,  a  17  percent  increase  in  direct  water  and  sewer  loans.  We 
have  $977  million  in  this  budget  for  that  purpose,  and  an  increase 
in  water  and  sewer  grants. 

BUSINESS  AND  FARM  LENDING  PROGRAM 

You  will  also  find  a  very  substantial  increase  in  the  Business  and 
Industry  Lending  Program  in  the  Department.  It  is  a  four-fold  in- 
crease. It  would  be  over  a  billion  dollars,  if  this  budget  were  ap- 
proved. That  is  also  part  of  the  Secretar3r's  initiative  in  rural  areas. 

In  the  Farm  Lending  Programs  of  the  current  Farmers  Home  Ad- 
ministration, at  least  on  a  percentage  basis,  there  is  not  much 
change  from  1994.  There  are  slight  increases  in  operating  credit 
and  ownership  credit  proposed  in  this  budget.  There  is  also  a  bit 
of  a  shift,  as  there  has  been  in  recent  years,  in  operating  credits 
to  ask  farmers  to  get  more  guaranteed  credit  versus  direct  credit. 

RURAL  ELECTRIFICATION  ADMINISTRATION  BUDGET  REQUEST 

One  of  the  more  controversial  areas  of  this  budget,  at  least  by 
the  feedback  I  have  been  getting  when  I  have  been  doing  briefings, 
is  the  Rural  Electrification  Administration's  budget  request.  You 
will  see  those  numbers  illustrated  here  in  this  presentation. 

As  you  may  recall,  in  the  1994  President's  Budget,  the  proposal 
was  to  largely  go  to  Treasury  rate  loans  in  the  REA,  bank  loans 
at  the  same  cost  that  the  government  pays  to  borrow  the  money 
to  finance  the  loans.  Therefore,  there  is  no  cost  to  the  government 
of  a  Treasury  rate  loan. 

The  Congress  passed  some  legislation  last  year  which  in  effect 
set  up  a  municipal  bond  interest  rate  for  many  of  the  REA  loans. 
That  is  a  rate  that  is  less  than  the  Treasury  rate  loan,  but  slightly 
above  the  five  percent  highly  subsidized  loan.  There  is  a  subsidy 
involved  in  a  municipal  bond  interest  rate  loan. 

When  we  got  around  to  doing  the  1995  budget,  there  was  no 
money  in  the  budget  targets  to  continue  that  subsidy.  So  what  you 
find  in  the  President's  budget,  largely,  is  a  return  to  Treasury  rate 
loans,  which  do  not  cost  the  government  very  much,  if  anything  at 
all.  Obviously,  that  is  a  controversial  issue  in  this  budget. 

It  is  interesting  to  me  that  at  the  moment,  if  you  look  at  a  com- 
parison of  a  five  percent  loan,  a  municipal  bond  loan,  and  a  Treas- 
ury rate  loan,  there  is  less  than  a  percent  difference  in  total  be- 
tween all  of  those  rates.  Now  obviously,  if  interest  rates  change, 
that  can  change,  but  the  difference  is  not  that  great  at  the  mo- 
ment. 

FOOD  AND  NUTRITION  SERVICE  BUDGET  REQUEST 

The  next  section  of  this  table  deals  with  the  Food  and  Nutrition 
area  of  the  Department.  Obviously,  that  is  the  largest  area  in 
terms  of  spending.  It  represents  about  sixty  percent  of  our  budget 
in  1994,  and  it  is  up  in  1995. 

[The  table  follows:] 
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Mr.  Dewhurst.  Let  me  just  give  you  a  bit  of  a  picture  here.  In 
the  Food  Stamp  Program,  the  appropriations  request  for  that  pro- 
gram is  $27,688  million,  an  increase  of  $642  million  over  the  1994 
level.  The  budget  predicts  that  monthly  food  stamp  participation 
will  remain  on  the  average  of  over  27  million  people. 

The  budget  implements  the  Mickey  Leland  legislation  that  the 
Congress  passed  last  year  to  expand  the  Food  Stamp  Program.  One 
result  of  that  is  that  benefits  in  the  program  are  going  up  slightly. 
The  current  average  benefit  is  about  $68  a  month,  and  it  goes  to 
about  $71  a  month  in  the  1995  budget.  So,  the  Food  Stamp  Pro- 
gram continues  to  be  a  growing  program  in  the  Department. 

CHILD  NUTRITION  PROGRAMS  BUDGET  REQUEST 

Going  down  the  list  here,  you  will  see  a  Child  Nutrition  Pro- 
grams line,  and  a  reduction  of  $45.7  million.  I  would  caution  you 
not  to  be  misled  by  that  reduction.  There  is  a  significant  carry-over 
balance  of  about  $300  million  from  prior  year  appropriations  in 
that  program  that  will  be  available  in  1995  above  the  numbers 
shown  in  this  table. 

In  point  of  fact,  there  are  no  policy  proposals  to  reduce  the  Child 
Nutrition  Programs  in  this  budget.  When  you  look  at  the  details, 
you  will  find  that  the  budget  is  adjusted  for  inflation  and  participa- 
tion. 

For  instance,  the  subsidy  on  a  free  lunch,  where  we  pay  the  full 
cost,  goes  from  $1.87  to  $1.93  in  this  budget.  So  child  nutrition  is 
not  reduced  in  these  proposals. 

WOMEN,  INFANTS  AND  CHILDREN  BUDGET  REQUEST 

You  will  see  a  $354  million  increase  in  the  Women,  Infants,  and 
Children  Program — WIC.  That  is  consistent  with  the  Administra- 
tion's commitment  to  fully  fund  the  program  by  the  end  of  1996. 
That  increase  is  sufficient  to  bring  average  monthly  participation 
in  that  program  to  about  7.2  million  people.  It  is  about  700,000 
more  people  on  the  average  than  we  were  able  to  finance  in  1994. 
So  the  budget  is  consistent  with  the  Administration's  commitment 
on  the  WIC  program. 

EMERGENCY  FOOD  ASSISTANCE  PROGRAM  REQUEST 

You  will  see  some  other  things  in  this  budget.  The  Emergency 
Food  Assistance  Program — ^TEFAP — is  budgeted  at  $40  million. 
That  is  a  reduction  of  $80  million  below  the  1994  level.  Essentially, 
the  money  in  the  budget  protects  the  distribution  system  for  the 
TEFAP  program,  but  it  does  not  anticipate  that  the  government 
will  go  out  and  buy  commodities  over  and  above  what  we  are  able 
to  contribute  from  surpluses  for  that  program.  So  that  is  the  reason 
for  the  $80  million  cut. 

SOUP  KITCHENS  BUDGET  REQUEST 

But  on  the  other  side  of  the  ledger,  there  is  an  increase  of  $10 
million  in  the  money  that  we  give  to  soup  kitchens  which  primarily 
serve  the  homeless.  That  is  very  targeted  money,  and  is  increased 
in  1995. 
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OTHER  FOOD  ASSISTANCE  PROGRAMS 

There  are  a  number  of  other  food  and  nutrition  programs  that  we 
have  captured  here  on  an  all  other  line.  And  there  are  different 
proposals.  One  of  the  major  reductions  in  that  $52  million  figure 
is  a  reduction  in  the  food  distribution  program  on  Indian  reserva- 
tions. The  participation  in  those  programs  has  been  coming  down, 
as  the  Food  Stamp  Program  expands.  It  is  simply  not  anticipated 
that  we  will  need  all  of  the  money  in  that  program  that  we  have 
been  getting  in  recent  years. 

There  is  always  one  line  in  the  tables  that  I  show  to  the  Sub- 
committee every  year  that  concerns  me.  I  worry  about  showing  this 
line  to  the  Chairman,  but  I  have  no  choice  since  it  is  in  the  budget. 
You  will  see  that  there  is  a  line  here  called  Human  Nutrition  Infor- 
mation Service.  There  is  legislation  pending  that  would  change  the 
location  of  that  line,  but  it  is  in  the  budget,  and  it  has  a  significant 
increase,  as  you  can  see,  to  $18.4  million.  Essentially,  it  is  an  ex- 
pansion of  the  food  intake  surveys  that  we  do,  to  spend  a  whole  lot 
more  time  looking  at  what  children  eat,  how  their  diets  affect  their 
health,  and  the  risk  that  children  have  from  exposure  to  pesticides. 

SOIL  CONSERVATION  SERVICE  BUDGET  REQUEST 

The  next  table  deals  with  the  Soil  Conservation  Service.  We  have 
two  major  environmental  agencies,  one  of  which  is  the  Forest  Serv- 
ice, which  is  not  within  the  jurisdiction  of  this  subcommittee,  and 
the  other  is  the  Soil  Conservation  Service. 

[The  table  follows:] 
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Mr.  Dewhurst.  You  will  see  a  lot  of  minus  signs  in  the  budget 
for  the  Soil  Conservation  Service.  The  major  technical  assistance 
programs  of  the  SCS  are  budgeted  at  $640  million,  essentially 
maintaining  the  current  work  force  and  providing  technical  assist- 
ance for  the  increase  in  the  wetlands  reserve. 

However,  you  can  see  that  the  other  programs  are  down.  Perhaps 
the  most  significant  proposal  is  the  one  to  phase  out  the  watershed 
programs.  It  is  only  a  $25  million  request  in  1995.  And  that  is  es- 
sentially money  to  pay  severance  pay  to  employees. 

I  guess  that  I  would  have  to  tell  you  in  honesty  that  of  all  of  the 
decisions  in  the  budget,  the  ones  in  this  area  are  the  most  trouble- 
some to  the  Secretary.  They  are  all  discretionary  programs,  and  it 
is  just  a  question  of  having  run  out  of  money  within  the  caps  that 
we  had  to  work  with.  So  that  watershed  proposal  is  a  very  signifi- 
cant proposal. 

USDA  MARKETING  REQUEST 

In  the  marketing  area,  I  need  to  point  out  to  you  that  we  have 
in  the  past  requested  user  fees  for  various  of  the  marketing  pro- 
grams, including  meat  and  poultry  inspection. 

[The  table  follows:] 
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Mr.  Dewhurst.  We  have  most  frequently  discounted  the  appro- 
priations request  that  we  send  to  this  subcommittee  in  anticipation 
of  the  Congress  approving  these  user  fees,  which  of  course  up  to 
now,  while  it  has  done  one  or  two  of  them  has  not  generally  ap- 
proved. 

In  this  year's  budget,  we  have  not  done  it  that  way.  The  adminis- 
tration is  going  to  submit  some  user  fee  legislation  to  the  Agri- 
culture Committees,  and  ask  for  user  fees  for  part  of  the  meat  and 
poultry  inspection  program,  and  ask  for  some  new  or  increased 
user  fees  in  areas  such  as  grain  inspection,  and  a  licensing  fee 
which  would  cover  the  total  cost  of  the  Packers  and  Stockyards  Ad- 
ministration. However,  the  numbers  being  submitted  to  this  com- 
mittee essentially  are  current  law  numbers,  which  do  not  antici- 
pate those  user  fees. 

So  on  that  basis,  you  will  see  that  the  budget  for  the  FSIS  is  in- 
creased by  about  $17  million.  There  are  two  components,  in  the 
FSIS  budget.  The  Secretary,  of  course,  is  highly  committed  to  fixing 
the  meat  and  poultry  system.  This  budget  would  buy  more  inspec- 
tors, 200  more  inspectors,  for  the  ongoing  program.  The  budget 
would  also  expand  the  Secretary's  pathogen  reduction  program. 
Therefore,  for  these  reasons  the  FSIS  total  budget  is  increased. 

ANIMAL  AND  PLANT  HEALTH  INSPECTION  SERVICE  REQUEST 

When  you  look  at  the  Animal  and  Plant  Health  Inspection  Serv- 
ice Budget,  as  you  know  they  run  35  separate  programs,  some  of 
them  are  up,  and  some  of  them  are  down.  The  net  is  a  decrease 
of  about  $6  million.  As  I  recall,  the  biggest  reduction  is  in  the  Bru- 
cellosis Program.  The  incidence  of  infection  in  brucellosis  is  down, 
and  there  are  some  reasons  why  we  can  spend  less  federal  money 
on  that  program. 

AGRICULTURAL  MARKETING  SERVICE  REQUEST 

The  other  budgets,  the  Agricultural  Marketing  Service  budget  is 
up  by  about  a  million  dollars.  We  have  some  proposals  in  this 
budget,  that  are  summarized  in  the  budget  summary  book,  to  es- 
tablish Centers  of  Excellence  at  a  number  of  the  1890  Land  Grant 
Universities  and  Tuskee,  and  to  strengthen  the  cooperative  rela- 
tionship between  the  Department  and  certain  of  these  universities 
in  particular  subject  matter  areas. 

The  reason  that  the  Agricultural  Marketing  Service  budget  is  up 
is  because  there  is  a  $1.2  million  proposal  to  set  up  a  center  of  ex- 
cellence at  Prairie  View  A&M  University,  having  to  do  with  world 
food  distribution.  This  would  build  on  AMS's  expertise  in  the  food 
distribution  systems  and  market  news  areas,  and  in  the  interest  of 
the  university  in  the  distribution  systems  for  food. 

OTHER  MARKETING  PROGRAMS 

Grain  inspection  and  Packers  and  Stockyards  budget  requests 
are  down  slightly.  There  are  no  new  programmatic  proposals  in 
those  areas,  however,  like  all  of  our  agencies,  they  have  some  re- 
ductions for  reorganization  and  efficiency. 
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SCIENCE  AND  EDUCATION  REQUEST 

Within  the  science  and  education  area  of  the  Department,  the 
Agricultural  Research  Service  budget  is  up.  You  should  be  careful 
about  that  though.  In  the  research  program,  there  is  about  a  $17 
million  increase,  but  the  agency  has  been  asked  also  to  engage  in 
a  substantial  redirection  of  funds  to  address  some  new  priorities. 

[The  table  follows:] 
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Mr.  Dewhurst.  These  new  priorities  have  to  do  with  the  patho- 
gen reduction  program,  with  finding  alternatives  to  methyl  bro- 
mide, alternative  pest  control  technologies  and  several  other  re- 
search initiatives. 

The  net  result  of  all  of  the  proposals  is  to  close  19  of  our  smaller 
research  laboratories.  And  of  course,  those  are  always  sensitive 
proposals.  That  is  all  going  to  be  laid  out  in  the  detailed  justifica- 
tions that  we  submit  to  the  Committees,  but  there  will  be  a  sub- 
stantial redirection  in  the  ARS  budget.  I  am  sure  that  you  are 
going  to  want  to  look  very  closely  at  the  details. 

The  other  budgets  in  the  science  and  education  areas  really  hold 
no  surprises  for  those  of  you  who  have  been  through  this  as  many 
times  as  some  of  us  have.  The  Cooperative  State  Research  Serv- 
ice—CSRS^  budget  is  down.  That  is  simply  a  question  of  the  Exec- 
utive Branch  not  budgeting  as  much  money  for  special  grants,  and 
not  budgeting  the  university  research  construction  that  you  all 
tend  to  put  in  the  budget. 

There  is  a  slight  increase  in  the  national  research  initiative,  from 
$112  million  to  $130  million. 

For  the  Extension  Service,  there  is  very  little  change  in  the  budg- 
et in  1995.  The  formula  grants  are  straight  lined,  and  there  are 
some  slight  differences  in  some  of  the  earmarked  grants  from  what 
the  Congress  provided  in  1994. 

ECONOMICS  PROGRAMS  REQUEST         ;  A'  'J_ 

In  the  economics  area,  you  will  see  an  increase  in  the  budget  for 
the  National  Agricultural  Statistics  Service.  There  are  a  number  of 
items,  but  the  biggest  item  is  a  new  set  of  surveys  on  pesticide 
usage  by  farmers.  We  have  some  obligations  under  the  law  to  be- 
come much  more  knowledgeable  about  how  farmers  really  use  pes- 
ticides, so  that  can  figure  in  the  analysis  that  the  EPA  and  others 
do  that  deal  with  that  subject. 

The  Economic  Research  Service  is  down.  One  of  the  major  reduc- 
tions in  this  budget  over  time  to  streamline  the  Department  is  a 
major  down-sizing  of  the  Economic  Research  Service,  and  that  con- 
tinues in  this  budget.  And  it  is  reflected  in  a  net  budget  decrease 
of  about  $1.5  million.  '^     t    Z 

DEPARTMElSfTAL  ADMINISTRATION 

We  come  to  the  last  section  we  call  department  direction  and  pro- 
gram support.  I  have  two  tables  here,  and  I  want  to  call  a  couple 
of  things  to  your  attention. 

[The  tables  follow:]  ■  - 
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Mr.  Dewhurst.  The  first  table  shows  you  the  Office  of  the  Sec- 
retary and  the  major  staff  offices  of  the  Department.  The  net  budg- 
et request  is  down  by  about  $400,000.  There  are  some  things  that 
are  increased. 

The  primary  increases  are  in  departmental  administration  to 
strengthen  the  Department's  management  systems,  which  have 
been  found  wanting  in  recent  years  in  a  number  of  respects,  but 
there  are  some  decreases  too.  We  are  going  to  streamline.  The  Sec- 
retary is  determined  to  streamline  the  public  affairs  program  in  the 
Department.  The  Inspector  General,  who  follows  me  here,  has  some 
reductions  in  this  budget. 

But  there  are  two  proposals  that  I  want  to  point  out  to  you  that 
are  on  the  next  page  that  are  major  things  that  you  need  to  know 
about.  Often,  folks  look  at  them  and  say  that  is  part  of  the  Sec- 
retary's office,  and  that  money  is  going  to  the  Secretary,  but  that 
is  not  really  what  is  happening  here. 

INFO  SHARE 

We  have  a  project  called  Info  Share.  Info  Share  is  a  fancy  word 
for  the  next  generation  of  ADP  support  that  the  Secretary  wants 
to  put  into  our  county  offices  around  the  country.  We  are  talking 
about  computers  who  can  talk  to  each  other,  computers  that  can 
talk  to  farmers,  computers  that  can  talk  to  banks,  computers  that 
can  do  all  kinds  of  things  that  our  current  county  based  systems 
are  not  able  to  do. 

The  idea  is  one  stop-shopping,  to  make  it  easier  for  people  to  get 
service.  But  to  do  that,  we  need  some  help  in  terms  of  money. 
There  is  a  $90  million  budget  request  here  for  the  first  investment 
in  Info  Share.  It  is  being  asked  for  in  a  central  way,  because  it  is 
to  be  a  centrally  driven  project,  not  the  individual  project  of  the 
various  agencies  who  might  be  involved  in  it. 

The  cost  benefit  analysis  indicates  that  if  we  do  it  this  way,  that 
we  will  ultimately  put  a  system  in  the  county  offices  for  about  half 
of  what  it  would  cost,  if  every  agency  went  out  and  purchased  its 
own  system. 

So  Info  Share  is  a  very  important  initiative.  And  I  am  sure  that 
when  the  Assistant  Secretary  for  Administration  comes  up,  that 
will  be  a  matter  of  interest  to  the  Subcommittee. 

STRATEGIC  SPACE  PLAN 

The  other  item  here,  I  need  to  call  your  attention  to  something 
we  call  the  Strategic  Space  Plan,  which  is  kind  of  a  fancy  set  of 
words  for  the  Department  of  Agriculture.  But  we  have  an  agree- 
ment with  GSA  to  change  the  way  in  which  the  Department  man- 
ages its  Washington  office  space.  We  are  asking  for  money  in  this 
budget  to  renovate  the  South  Building.  That  is  a  multi-year  project. 
The  building  was  built  in  the  1930s,  and  just  has  every  conceivable 
sort  of  problem  with  it.  And  to  build  a  USDA  complex  at  Beltsville 
on  land  that  we  already  own. 

We  would  cease  paying  rent  to  GSA  on  the  complex,  and  we  ulti- 
mately would  move  out  of  the  seventeen  sites  we  have  around  the 
Washington  area  that  we  pay  rent  on.  In  addition,  we  would  take 
advantage  of  the  down-sizing  in  Washington  that  is  part  of  the  Sec- 
retar/s  reorganization  plan. 
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When  all  is  said  and  done,  we  will  save  about  $80  million  a  year 
compared  to  what  we  are  paying  now.  And  the  reason  the  increase 
you  see  before  you  is  only  $3.6  million  is  that  the  Department's  in- 
vestment in  these  things  in  the  first  year  is  largely  offset  by  an 
agreement  that  we  have  with  GSA  to  reduce  the  rent  that  we  pay 
to  them  on  the  Washington  space.  So  there  is  largely  an  offset  in 
budget  terms,  but  a  very  significant  change  in  the  way  that  we 
manage  Washington  space. 

PROPOSED  SUPPLEMENTALS  AND  RESCISSIONS 

The  final  tables  in  this  package,  and  I  am  sorry  this  is  taking 
so  long,  are  some  supplementals  proposed  in  the  budget,  most  of 
which  you  have  already  accommodated  in  the  supplemental  that  is 
working  its  way  through  the  Congress.  There  are  some  rescissions 
on  the  table,  some  of  which  you  previously  dealt  with,  and  some 
of  which  are  submitted  as  part  of  the  1995  budget.  They  really  fall 
into  two  categories. 

Because  of  the  reduction  in  interest  rates,  the  administration  is 
asking  for  a  rescission  of  some  of  the  amounts  for  loan  subsidies 
that  are  no  longer  necessary.  The  biggest  rescissions  by  far  are  in 
Public  Law  480.  And  that  again  relates  to  the  international  budget 
issues  that  we  are  a  part  of. 

[The  tables  follow:] 
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PROPOSED  LEGISLATION 


Mr.  Dewhurst.  And  finally,  the  last  table  deals  with  proposed 
legislation.  What  this  table  tells  you  is  that  if  the  Congress  were 
to  pass  all  of  the  legislation  being  recommended  by  the  Administra- 
tion, we  would  come  back  to  this  Subcommittee  and  reduce  our  ap- 
propriations request  by  a  net  of  $489  million,  because  we  would 
have  some  new  user  fees,  as  I  mentioned  in  four  of  the  marketing 
agencies,  and  we  would  have  a  new  Crop  Insurance  Program, 
which  would  increase  crop  insurance  but  reduce  disaster  pa3rments. 

Lastly,  we  would  have  a  small  user  fee  for  what  we  used  to  call 
the  Agricultural  Cooperative  Service,  which  is  now  part  of  Farmers 
Home  Administration. 

None  of  this  is  before  you  until  the  Congress  passes  the  legisla- 
tion. Then  we  come  back  and  say  okay,  here  is  what  happened,  and 
here  is  how  the  numbers  changed. 

[The  table  follows:] 
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Mr.  Dewhurst.  That  is  my  best  attempt  in  about  25  minutes  to 
give  you  a  feel  for  what  is  in  here,  Mr.  Chairman. 

[Clerk's  note. — ^The  Explanatory  Notes  appear  on  pages  200 
through  208.] 

GOVERNMENT-WIDE  PAY  RAISE 

Mr.  DuRBiN.  Thank  you.  You  did  a  great  job,  as  usual.  Let  me 
ask  you  a  few  questions. 

Does  this  budget  assume  any  pay  raise  for  USDA  employees? 

Mr.  Dewhurst.  I  think  there  is  a  government-wide  pay  raise  of 
1.6  percent  assumed  across  the  board  in  this  budget.  And  there  is 
money  in  the  agency  budgets  to  finance  that  pay  raise. 

CONTRACTUAL  SERVICES 

Mr.  DURBIN.  I  am  interested  this  year,  and  I  will  be  asking  it  of 
each  of  the  agencies  that  comes  before  us,  in  the  number  of  con- 
tract employees.  We  have  made  a  promise  to  reduce  the  FTEs  or 
Federal  employees  by  some  quarter  of  a  million  over  the  next  five 
years.  And  the  Secretary,  according  to  your  testimony,  assumes 
that  that  will  mean  7,500  positions  at  USDA. 

I  am  interested  at  the  same  time  as  to  how  many  people  are 
working  for  USDA  under  contract.  In  other  words,  people  who  are 
in  fact  being  paid  by  the  Federal  Grovemment,  but  do  not  show  up 
under  the  FTE  count. 

Mr.  Dewhurst.  That  matter  came  up  in  the  markup  yesterday 
of  our  reorganization  bill.  Of  course,  the  purpose  of  the  Secretary's 
reorganization  is  not  to  shift  work  into  contracts.  The  Department 
has  about  11,000  service  contracts  Department- wide.  They  range 
all  over  the  place.  Contracts  for  fire-fighting  services  in  the  Forest 
Service,  and  contracts  for  maintenance  services  in  USDA  labs. 

We  provide  a  report  to  the  Congress  on  service  contracts.  We 
agreed  with  them,  and  I  certainly  would  agree  with  you,  to  make 
sure  you  have  a  copy  of  that  report  and  can  see  where  those  con- 
tracts are.  The  reorganization  was  not  been  done  with  a  mind  that 
we  are  going  to  shifl:  a  lot  of  work  to  contracts.  It  is  better  use  of 
technology  and  other  things. 

Mr.  DURBIN.  What  is  the  anticipated  decrease  in  contract  em- 
ployees over  this  same  five  year  period? 

Mr.  Dewhurst.  I  do  not  know.  I  do  not  know  what  happens  to 
the  11,000  contracts,  but  we  are  going  to  look  at  that. 

Mr.  DURBIN.  The  information  that  you  provided  us,  does  it  break 
it  down  in  terms  of  how  much  they  are  paid  for  example? 

Mr.  Dewhurst.  Yes.  It  shows  you  the  total  contract  value.  It 
shows  you  the  number  of  people  involved.  It  has  some  information 
on  the  reason  for  the  contractors.  A  set  format  that  Congress  has 
given  us  to  fill  out. 

FARMERS  HOME  ADMINISTRATION  DELINQUENCIES 

Mr.  DURBIN.  There  was  an  article  in  this  morning's  Washington 
Post  that  talked  about  some  problems  with  the  Department  in  the 
area  of  management.  They  pointed  to  $9  billion  in  delinquencies  in 
the  Farmers  Home  Administration. 
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Has  that  number  increased  over  the  years,  or  are  you  starting 
to  bring  it  down? 

Mr.  Dewhurst.  I  think  that  the  number  has  been  coming  down. 
Because  we  had  some  legislation,  the  Agriculture  Credit  Act  of 
1987,  that  permitted  us  to  review  some  of  these  loans,  write  them 
off,  foreclose,  and  do  some  other  things.  Most  of  the  delinquencies 
that  we  are  now  canying  in  the  Farmers  Home  continue  to  trace 
back  to  the  early  1980s  to  both  economic  emergency  and  natural 
disaster  loans  that  we  made. 

It  remains  a  serious  problem.  It  is  very  clear  to  us  who  sort  of 
worked  down  there  that  we  need  better  financial  management  sys- 
tems, particularly  in  the  Farmers  Home  Administration.  We  need 
better  training  of  employees,  and  better  ways  to  track  all  of  this 
money. 

But  having  said  all  of  that,  there  has  been  some  progress  made. 
Delinquent  principle  was  about  $8.3  billion  in  1988  and  it  was  re- 
duced to  $4. 1  billion  at  the  end  of  1993.  The  vast  majority  of  the 
delinquencies  go  back  to  some  decisions  that  were  made  eight  to 
ten  years  ago  that  we  have  not  been  in  the  position  to  undo. 

Mr,  DURBIN.  One  of  the  areas  that  is  also  highlighted  in  the 
budget  of  Agriculture  are  the  financial  systems.  It  is  said  that 
there  is  inaccurate  reporting  and  ineffective  controls. 

Does  this  go  to  the  point  that  you  made  earlier  about  the 
$750,000  needed  to  upgrade  the  system  that  currently  is  in  place? 

Mr.  Dewhurst.  Yes,  sir.  We  have  a  major  project  to  in  effect 
modernize  the  Department's  financial  management  systems.  We 
have  a  half  a  dozen  separate  systems  right  now.  We  run  one  at  the 
National  Finance  Center  in  New  Orleans.  There  is  a  separate  sys- 
tem for  instance  for  the  feeding  programs  run  by  the  Food  and  Nu- 
trition Service,  and  a  separate  system  run  for  the  price  support 
programs  run  by  ASCS,  and  a  separate  system  run  by  Farmers 
Home  for  its  programs. 

These  systems  are  all  different.  When  I  sit  in  my  job  and  I  get 
a  question  from  you,  and  it  requires  me  to  dig  into  all  of  these  sys- 
tems, what  I  find  out  is  I  have  apples  and  oranges.  The  systems 
have  different  premises  and  different  reporting  capabilities.  The 
systems  in  my  view  are  substantially  out  of  date,  because  they 
were  never  designed  to  answer  the  kinds  of  questions  we  are  now 
asking  of  these  programs. 

So  there  is  a  major  effort  that  the  Inspector  General,  among  oth- 
ers, is  involved  in  and  our  chief  financial  officer  to  modernize  our 
financial  management  systems  to  create  a  standard  general  ledger. 
I  am  not  an  accountant.  So  I  can  go  only  so  far  in  this  discussion, 
but  the  point  is,  we  need  to  fix  these  systems. 

FEDERAL  CROP  INSURANCE  BUDGET 

Mr.  DURBIN.  In  the  Federal  Crop  Insurance  Program,  we  appro- 
priated some  $290. 1  million  for  delivery  expenses  under  crop  insur- 
ance. And  your  budget  gives  us  a  current  estimate  of  1994  ex- 
penses of  $267.7  million. 

Can  I  conclude  from  that  the  difference  is  available  for  us  to  take 
a  look  at? 

Mr.  Dewhurst.  No.  You  appropriated  $290. 1  million  for  adminis- 
trative and  operating  expenses  of  FCIC.  This  includes  delivery  ex- 
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penses,  which  we  define  as  payments  to  reinsurance  companies, 
and  Federal  expense.  The  $267.7  million  figure  you  mentioned  in- 
cludes $220  million  of  delivery  expenses  paid  fi-om  the  A&O  ac- 
count and  $46.7  million  of  delivery  expenses  paid  from  the  FCIC 
Fund  account.  We  need  all  the  fiinds  you  appropriated  for  1994. 

CHILD  NUTRITION  PROGRAMS  BUDGET 

Mr.  DURBIN.  The  Child  Nutrition  Program  that  you  mentioned 
earlier,  you  said  was  not  really  a  cut-back  because  there  was  a 
$300  million  carry-over? 

Mr.  Dewhurst.  Yes. 

Mr.  DURBIN.  Was  there  a  carry-over  last  year? 

Mr.  Dewhurst.  You  appropriate  money  to  child  nutrition  on  a 
multi-year  basis.  So  there  is  always  some  carry-over.  The  carry- 
over from  1994  to  1995  is  particularly  large,  I  think  because  par- 
ticipation was  not — on  a  percentage  basis,  of  course,  it  is  not  a 
huge  difference.  But  participation  was  not  quite  what  we  antici- 
pated. So  we  have  that  money  carried  over  into  1995. 

Mr.  DURBIN.  I  am  tr3dng  to  draw  an  analogy  to  previous  years 
where  we  have  had  similar  carry-overs. 

You  are  saying  that  this  is  much  larger  than  in  previous  years? 

Mr.  Dewhurst.  I  think  this  is  larger  than  we  have  had  most 
years.  But  I  can  get  you  a  table  on  that. 

[The  information  follows:] 

Carryover  balances  in  the  Child  Nutrition  Programs 

1994  into  1995 $301,666,000 

1993  into  1994 75,284,000 

1992  into  1993 26,768,000 

1991  into  1992 68,518,000 

1990  into  1991 112,389,000 

HUMAN  NUTRITION  INFORMATION  SERVICE 

Mr.  DURBIN.  Then  there  is  the  fugitive  at  the  U.S.  Department 
of  Agriculture,  the  HNIS,  on  the  run.  We  have  tried  to  capture  it 
a  few  times.  It  was  in  our  sights,  and  it  just  keeps  escaping.  And 
now  it  has  not  only  escaped,  but  it  has  grown  by  60  percent.  It  is 
amazing.  This  is  incredible.  But  a  60  percent  increase  in  HNIS  was 
recommended. 

Mr.  Dewhurst.  Yes,  sir.  That  is  the  outcome  of  the  budget  proc- 
ess. The  Assistant  Secretary  in  that  area  is  quite  determined  to 
strengthen  that  agency,  and  to  do  a  lot  more  survey  work.  And  that 
is  where  the  budget  came  out. 

WATERSHED  PROTECTION  PROGRAM 

Mr.  DURBIN.  We  are  sure  to  take  another  look  at  that. 

The  Watershed  and  Flood  Prevention  Operations  are  down  by 
$241  million.  And  you  said  that  this  reflected  the  budget  realities. 

Did  I  read  somewhere  that  there  was  going  to  be  a  transfer  of 
responsibilities  to  the  Army  Corps  of  Engineers  in  this  area? 

Mr.  Dewhurst.  You  may  have  read  it,  but  that  is  not  my  under- 
standing. My  understanding  is  that  we  are  phasing  out  the  Water- 
shed Program.  And  nobody  has  told  me  that  the  Corps  has  any 
money  to  pick  up  those  responsibilities. 
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COOPERATIVE  STATE  RESEARCH  SERVICE  BUILDINGS  AND  FACILITIES 

Mr.  DURBIN.  You  are  also  phasing  out  CSRS  buildings,  and  I  as- 
sume we  just  stopped  construction  under  the  budget  proposal? 

Mr.  Dewhurst.  Yes,  sir.  In  those  areas  where  you  provided  part 
funding,  there  is  not  money  in  the  President's  budget  to  continue 
those. 

GSA  RENTAL  PAYMENTS 

Mr.  DURBIN.  Now  the  GSA  rent  is  always  fun.  Last  year,  they 
came  in  and  asked  for — I  do  not  remember  the  figure.  It  was  sub- 
stantial. 

Mr.  Dewhurst.  We  asked  for  $135  million  last  year.  You  will  re- 
call that  for  many  years  that  we  had  only  paid  them  like  54  per- 
cent. 

Mr.  DURBIN.  What  they  deserved,  we  thought. 

Mr.  Dewhurst.  Okay.  We  had  amended  the  budget.  And  we  had 
asked  for  $135  million,  the  full  amount.  What  we  have  in  this 
year's  budget,  you  see,  is  a  full  amount  for  the  rent  that  we  pay 
GSA  in  the  field,  but  we  have  a  $50  million  reduction,  for  rent  on 
our  Washington,  D.C.  facilities.  We  would  use  that  money  to  begin 
the  renovation  project  that  I  talked  about. 

south  BUILDING  SAFETY 

Mr.  DURBIN.  People  from  the  South  Building  came  over  from  the 
Department  and  talked  to  us  about  the  South  Building,  and  went 
into  a  little  more  detail.  I  am  not  sure.  You  might  have  attended 
that  meeting,  and  talked  about  some  safety  concerns,  fire  safety, 
and  other  sorts  of  things. 

Mr.  Dewhurst.  Yes. 

Mr.  Durbin.  What  are  we  going  to  do  about  that,  and  how  quick- 
ly are  we  going  to  get  started? 

Mr.  Dewhurst.  Well,  the  renovation  plan  is  an  eight-year  plan. 
The  safety  concerns  are  at  the  front  end  of  that  plan,  but  it  does 
not  mean  we  can  make  the  improvements  in  five  minutes.  It  means 
a  year  or  two  years  before  those  things  get  addressed.  There  are 
major  safety  concerns  about  the  air  flow  in  that  building,  and  what 
it  does  if  there  is  a  fire,  and  if  the  fire  spreads.  There  are  major 
concerns  about  the  wiring  systems  in  the  building,  and  that  sort  of 
thing. 

And  the  renovation,  of  course,  requires  you  to  bring  everything 
up  to  code,  and  fix  all  of  those  problems.  But  it  is  not  a  short 
project.  It  will  take  some  years  to  get  done. 

Mr.  Durbin.  I  am  going  to  ask  the  Subcommittee  to  take  a  closer 
look  at  that.  Because  that  is  of  paramount  concern,  the  safety  of 
the  employees.  After  that  meeting,  there  was  some  concern  among 
members  of  the  Subcommittee  about  how  quickly  we  can  respond 
to  this. 

Mr.  Dewhurst.  Yes. 

user  fees 

Mr.  Durbin.  Please  provide  for  the  record  a  table  showing  the 
user  fees  presently  being  assessed  by  agencies,  including  loan  origi- 
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nation  fees,  for  fiscal  years  1993,  1994,  and  an  estimate  for  fiscal 
year  1995. 

[The  information  follows:] 


■  } 


39 


'■5 


S 

o 

8 


^  9 


s 

m 

i 

3 


V   v>  ■— 

<fl   c  ^- 

°-—  > 

0,-4. 

a>  t-i  ^ 

L.  —    01 

-^    C    1- 

0  «  a 

cCg 

U    1-     M 

0  a^ 

V  0 

V^     O) 

w       -  0 

Z       c 

a  o) 

—   C  O)  « 

>. «» ^ 

(_  —  c  *- 

^   O)  3 

M 

I-* 

w  -0  —  0 

3   <0  "u 

(A 

JH    C   -   Q. 

0£    C 

0 

3  10  m  at 

OS  n 

m      t- 

t- 

z 

^    «  0 

C^ 

c       0 

u  0 

< 

0—  (- 

0  3 

^^    C  O. 

"O   I- 

^  »_  *- 

0  c 

«   01 

n  ai^ 

« 

*-  0 

o»  "0  £     • 

U   Q. 

U   Q.O) 

(A    E 

Ol 

D>       — 

«,.- 

T3  'Z 

0)  a  ^  *« 

-  0 

01  «rf 

0)   (0 

•^            u 

t_   <fl 

1-  M  a 

"^  t_ 

(fl  — 

>*-  -g  < 
0(  0  c 

0   «i 

0   tt)  TJ 

01 

(.  1- 

«^  u 

<*-  u  v 

>.  > 

3    Q. 

(A           ID    >■ 

—  0 

«£ 

C    Ul           U 

«  > 

w  >  "g 

0   1-   C 

« 

v  <-■  <  c 

«l  1- 

01 

i? 

—    Q. 

U     M   U     0) 

tl  0 

<U    U    3 

ii 

i)    Q. 

—   0  <   O) 

u.    M 

U.    M  f . 

L.    (D 

-1  u  a.  < 

• 

-0 

in 

R 

e 

"; 

§ 

^ 

in 

lA 

*» 

(J 

u 

u 

3 

3 

3 

s 

1-3  3 
3  t-  *- 
(J  **  — 


» 


UJ                ^    •- 

-^  ** 

«    Ol 

0)  3  a 

g?"g-oS.H 

>.   sag 

a  a  c  ut-a    • 

sr    1  .  .  . 

^  *□  -g  0  (A  0  (A 

U     S     £    L.     Oi    u    C 

(A                    «     U    «    CB 

0)   >■  O)       >  t-  c 

-D  U   t-   Cf        0  — 
tO>-'T3VCJd.a 

g  g  to  a.—  u  ■— 

L.   3  a  u  (D  u  1- 

O)  «i    0   U  u.          0  U 

-p    U  4^    I-   w    0    O) 

c  (A  a.  0       *^  ** 

■~                            ..-^    <A    (A 

^  c  ^  <o  n      -g 

-DC         *'   C    3   «  ^ 

SO..  aoi->u 

o"^  0  X  Z^  **"  3  "o 

I-    C    >    U           0 

Q.  0  0  0  -a  *^    - 

10  <«>       « -0       0 

(0   U          ..  u    01    •«  i- 

tft'Z        "*"    18   0   0 

«*   «^    Ot^    (»    OIO. 

Of    «      .  >..         U   0 

•0    6    (A  «-    «          ** 

"O  >»-     (A    C  <^    (A    C 

41 4,  ^    >. 

—    I_    01  — '   *->      «  « 

Ol-    ffOi-O*  — 
(-4)4)ua»L.i_eo 

>    0    U  —  —    (A    0» 

0  H--^  (0  3  a  > 

i.Si&iSr 

a.u4.oua.u>o 

t-   C 

^  c  c 

^           ** 

c 

0  — 

0  — 

—  --c 

«t 

;i 

c  — -g 

.2  si 

^  O)  w  «s  0 

Cf  0 

—    »i    0»«- 

CO   4»    tA  —  w 

«  *<  ■- 

C-i-Ta 

w   3H- 

l_    (S 

H-     C 

.*           Of 

u  a 

t.    c 

Sir 

2Lt>§ 

0   ^   0  f  u 
3          U   0 

«       c  wt  a 

a  i_  1- 

<n  Ol  t- 

gsisg- 

—  o»  0 

C  ^  o» 

c   0»        — "« 

3     U  £   A    1- 

u  0  f 

.-no 

—  «  —  £  •.- 

t_  *« 

c  u 

■1^  (A  a  0 

xa3 

>^ut  a. 

U   3    U  'O   « 

8.|S.l£ 

tn  E  tA 

V        to 

m  u  (-  V 

w  ^   4) 

—    <A  — 

c  « >*-  ot-q 

•^   (_         4>  c 

—  a  oe 

—   0)   « 

12.^ 

a-D  ^ 

C            C     CA    <A     M 

(s  CL<«-  >  a 

g-^2 

OB         0 

"*    fl  ""     01     >     U 

"ta.Yt 

<A  «3 

19 

(A 

>.£    •*—   0    3 

«       «o> 

<A 

« 

2:sla? 

(fl    ft|   C    10   « 

41      .   01  •- 

VOW 

01 

TJ   C*- 

T?   0  *- 

U     3    *'     (A    (A 

—   0         >- 

—    U    Ot 

c  a  0  □I'o  o> 

41  -n  4»  ^  1- 

w    3  ^  ■—   Of 

sri^ 

ISIt 

1 

0  a  1-  3  w 

u  0  u   c 

tzi 

0  —  t_  Ol  c  en 

iiii5 

a.  o'^  — 

"^ 

X  Q.  a«(  fl  01 

?§ 


1: 

I.  o 
t3  — 


I 


S    1 


'     § 


40 


-■s 


9- 


S 


%  9 


s 


§      § 


.  (_      S  «  u 

♦-  "p    ♦-    1.  .C    c  — 

«i       £«-'€'•- •-04-' 

fc.  O    U  0)    0)    tf 

^  lA  a.  O    V  41 

_.-    t.  —  —    <U    <0    4»  — 

a       «rf      ■—  a.  u  ^  — • 

■-£  m  ^  2"»2  = 

o  r\t-^  *•>  t/t  S 

ut      -^  -^  o  ^  Q.  «    • 

«f         —   X  «-  X   w  <D 

«    .  _  — .  tu  a  *- 

"^  «  —  c  ^  —       a 
■    ~  —  o  —    •  «  « 
n  —  X  •-•  — •  ^ 


>•  u 


Si"* 


g(-  IM  CO.        —   c 

«i  in  H-  <^  o  K  >>•—  o 


«f   «l   «l 

«    <A    i.       • 

Si;;? 

W    «  M    (A 
(-    L.    M    3 

a  <o  o  '5 
X  X  u  c 


W  M   Q.J3 

o  a  **  fe 

«l  3    M  — 

•  K    C    « 


2 


(A    L.    I 


(0    3   «    (- 


«       u  <a  Ti 


>•£   c  — 


«-• 


M  a  41  ■■-  (A 
41  ««  l_  l_  9 
41    M  «    41 


a  o  I 

£   CA   • 


41   —    4 

I-   41   < 

"S^ 

(A  —    . 

4)  4'  - 
«  Q  < 
u.    C   < 


73 

C    C 


£27 


il- 


<4-  «o  «5 


a-*  U 
u  4itn 

5  .■? 


it  is  I 

:  o  <  •-  - 


§§i 


;    i 


is 


<A  a 

ri 

p    K  — 

4) 
I        — 

:  c  n 
n  u 


'n  a  A'  —  9  cE^ 


1-  z 

1- 

82 

a      j< 

n 

o 

—   3 

(A   O)  « 

«it 

'•-  « 

o  t- 

c"*" 

oil 

?l 

27 

"5  3 

« 

g  u 

">   t4T) 

*«  c 

**  TJ 

O   4)   « 

01  a 

a  « 

u  — 

Q    ^ 

<_  w   O 

n 

S.S 

o  at 

a.   >    u 

u  « 

4f  — 

1-  a 

I&. 

o 

(-    41 

•  a  a 

u.  3 

<-  c 

«  £ 

**    O    l_ 

O 

""    4»  £  *- 

u  «o 

Si 

41  a 

1- 

:«i 

W     1- 

■    « 

O    >> 

»^ 

c  a 

W 

A 

m 

—  u 

l7 

u 

c  — 

11 

il 

si! 

:    U  O    X   « 


«   >   41   4»  J<  —   L- 

ut-u>(-«^oa 

b.i_04l—   Oflfli-u 


^"^■s 

o 

giSi? 

nati 
ose 

egri 

■^  f  t-  ^^ 

i*">-5 

X   4-*  — 

UJ   U    41    Ol 

V   U    C 

«t  **    3  -^      . 

5  a  3  a  a 

«»i?i 

(_   41   fc.  ■—   u 

xu.  a  S  1- 

Q.  O   C  •- 

—    (0 

tn  a.      0 


I)  «  o 
V  a  u 

If 

-  I-  4f 
O  > 
11  .— 
J  >.«-' 
.  a  a    . 

»     I-    (-    <A 

.  ^  *«  C 
W  41  (A  a 
»  TJ  —    O 

:  (A  -^  "* 

9    41    E    4> 


>  I-  o  < 

»-   O          3  fc- 

4)  <*-    >-  (A  C 

M         *-•   41  <o 

c  a  o  41 

4;  I-  u  acq  — 

E  a       c  c  ^ 

V  f  wi  •— '  «  — 

3           (A    3  <A  5 

(A    (A  <  —  «  g 

4)  4)         W  <-  e 

4>   41    >■  C  U  O 

K  u.  ^  -^  41  U 


U   O   4f  3 

—  «rf  ■—  w>  cr 

(-  TJ         V>  (- 
41   «    >>< 

(A    CB  t-f  lA 


T5  a  1 


J3   <- 


•  "  I  "2  S 

>-  4»  O  •-  "O 

I-  CO 

c  aa  c  ■ 

at  Z  : 

>  tfi  >  (_ 

O  41  O  —    « 

(-  41  i.  «  £ 


3  a. 


.  a  u  < 


^  .? 


o  u 

w  > 

N  111 


2g 

-I  U 

3o 


41 


^"S 


2       - 


—    >    w) 

O    L.     3 

3   4,— 


—    O 
(O 


^            A'     (0            u 

-  ft,-           5 

a             « 

(S    O    (0           V    *^ 

(Am            lA       1- 

(_  Ou    (A           (_    (0 

•s    ? 

c 

—  m       "a  4>      — 

0,                  a  .^ 

—       —  >  o-Q 

•0¥t          O  —  *-   C 

C         *.                (_ 

•  « 

0)    •  o       <A  a. 

U)  TJ 

■o 

l_             •    <A    01         — 

a»  >.           V  o 

WO*' 

01 

—     (A     tfJ            U    (A 

(J    u    u 

_Q.^  4^    O    O  "D  TJ 

o  3  e    .  Z  a 

*--   (A    3   t-  —    Q. 

C  —    4> 

Ul    W     «_    01     C 

(0    3    1- 

<A 

^    (A    O    ffl           CI    to 

(0  —    ft(    >    (0 

>    O"— 

o 

M       T)  u       VI  u 

"O  o>  o  —  — 

T3    St) 

Q.    - 

0>    I-    t-           (A  -    O   *- 

2i>-ES^ 

CO    1- 

0,  *.• 

Q.O  —  —  T3It_o 

a  c 

.  «^  ^  —  (_  Q.  a  01 

O    (0    (0 

V)   0;  — 

3 

lA                    3  —   <            (- 

(A    Ot    *«  f          *-> 

O 

^  01  r\*  <*-  jQ       »»-  — 

oj:            c  3 

C    <0 

•  u 

CL*'    t3>—   O    O 

3          (fl 

*-■  u 

3   <0    •-  (AT3      . 

or       c  g  — 
T3  "^  —  e  w  -D 

•*-  O    I. 

U    (0 

u.«Oi-0iCCc- 

O   4> 

01 

.    (A    01  — '    O   O   0> 

o  -o  —  U  « 

^  O   > 

(-  l/l 

ta<  w     •    >   o>—  —   > 

(A 

(A            U    C    0»  — 

W       -  O 

(A-0«00t«'*'O 

TJ  "Q    O   (0   Q.  (- 

3  O   U 

fi 

3urMu3ui-u 

i_  —  ^oiesooi 

W) 

ecu      0t  1. 

l_  ^    tt) 

o 

3  3  u  >.  c  a 

•-  iA  o: 

—  < 

t-  ^  yt  ac  t/i   <a  Q.I- 

o 

u.  <•-  a  ^  H  u 

<0  f 


iii; 


il- 


CD    C      • 

Jl    9/    >■ 

w  >  t_ 

(/>    o 

01  «^ 

n  « 

tA     1-    C 

Of 

0)   Q.  3 

c 

^'-  1 

(li 

—       o 
«->  o  u 

c 

-^  V      ** 

(A 

c 

—           lA 

«     •-_! 

O     U              4^ 

—    (A  — 

1-  ^  t*. 

*-           <D 

& 

c 

*-* 

"2  8. 

U    k'   £ 

(D    O   «-• 

(Q  Z 

3 

Is.-" 

E  E  (A  o 

OJ 

<0 

—  o» 
ac 

(0 

lA 
(A    (0 

:^? 

r^-i 

w  —    4,  — 

o 

w      0) 

o>  1-  — 

Iii 

o 

g« 

-  a  u 

0»          01 

L.  J3  H.  — 

c 

(0 

—    0, 

SJ? 

*-       o  — 

(A 

0) 

c  > 

O    O    C 

O            U 

Ol  *- 

L. 

<o  o 

<*.    U    0) 

Z    CO 

■n  **  c  « 

o 

to 

« 

g 

o  o  o 

0*  *-•    •- 

«    — 

o 

tA 

o  a 

w   CO  — 

.  *-  c 

c 

to       X 

C  U   U   o 

C    to 

C   OH- 

U    «A 

o 

O    Of 

o  — 

01    0)       • 

O) 

tA       • 

-^  w 

a-^  3 

>.  c 

V    >• 

M           01 

o  «  — 

U    <A    C    U 

(A    (- 

o  •— 

U    «<•    CA 

—    3 

irzi 

a 

CO    «-• 

U    t-    (0 
Q.  O  0) 

V)  ->  — 

§i 

Oi   C 

(A    3 

— .—  o 

X    U    C 

C  —  ^  1- 

o 

CO 

c    <0 

a.  o  o 

-  aw  u 

O  TJ-D   O 

—  .^  -c 

<H-  X 

» 

1 

1 

ll 

«    (A 

c  o 

u  — 

"- 

u.      .  C 

w  o 

*-•    CO 

?„ 

^ 

^.ii-:: 

<  ** 

*«    «l 

*-   O)  u 

Is 

5.i; 

l» 

i  °2 

•^  > 

«-    0) 

—  o  o 

(-    4. 

t-  u 

U  —    1- 

■a  ** 

*-•    01 

*-'  <D  a. 

01  c 

C  M 

c'> 

c 

o»  o 

O 

O     U 

o ■ 

(J  — ' 

U    0) 

U    >■  (0 

a 

(0 

crt 

a»*- 

-  3 

<A    C 

« 

tA     O    C 

Of  a 

3    O 

3    > 

(- 

O  — 

CD  — ' 

O  «-• 

S  a 

"1 

C    (0 

c  c 

C  £   o 

10  c 

—  «  — 

o  c 

—    0) 

w     01 

—  •-•  > 

•*-  < 

0>   4^ 

u  ♦- 

V  o  c 

'§5 


M  «^    (0  ^ 

£  C    U 

Ol  <D 

3  <-    (A    I 

O  (0  "O  - 

t_  3   i_ 

^  CT— 


0,  IS 

'D   Of    t- 

C  (A   a 
3   Of   3 

01  <*-  o 
0)  u 


.i:<c     i 


g-| 


A  a  Of 

3    (A 

>>  O   O 


3  =  -2 


k.   01  "D   (0    >  O   U 

M  £  (0  (-  CI    3 

*-•  O   tA   0)  3   CD 

01  (-  "O  (/) 

£  <•-  ^   t_  o  «-> 

«-•    O  CO  ■'    M   *>    CO 

>**-  -D  5    C  T3 

C   (-  Ol  "O  *«    01  — ' 

"   CD  tA   0>   (A    >    O 

«-•  (0  —    3  —    (A 

(A  £    OIU    0> 
U    0>  C 

J   0)  U    3   Of    Of    0> 

J  £  3  E  £    I-  -C 

1  **  a.vt  **  a  ** 


t 


:  Ji  (A 

J  —    Of 

i  £  — 
-  X  a 


I 


1 


42 


'•■3 


s 

o 

S 


•4-    V 


u.  3  £ 


;::     ?-.=  :: 

*^ 

0  «  3 

..-      --O   41 

-d  •  "E 

^   C         OJ  c  > 

—  0  0 

c  0  ^ 0 

COW*™ 

>       0 

o»  —  0  aj        u 

4»  —    Oj 

(-           u 

S  a  Of  M  c  (- 

i    «D    0    0 

S-ri' 

Irt  -^                to 

(rt  -I-    «_    <U 

.ss 

1-    I_  •*•    01          01 

(-    C_           L. 

i^:ig: 

Pi! 

&s- 

«^    L. 

—  5. «  —  t-  tf> 

V  S  0  — ' 

Oi   I-    <u 

i:&3 

oe  to  ^   to 

.■^ 

■^ 

S          (0 

V    V 

Is 

u  n  Z 

E  w 

0)       a. 

&=■ 

&=■ 

-i!£ 

»•-    <0 

H-  a 

2-a 

a,  0 

01    0 

(0  ^    (0 

a*-    • 

a**    ■ 

u  ■— 

to 

(rt 

—    3    0 

0  -0  — 

*  -a  — 

u  Oj  z 

0    01  3: 

z-^Z 

—  «^  a. 

■-  *^  a. 

>  —  « 

>  ■-  <: 

1-  *«  c 

U    (A 

U     (A 

QJ    U    U 

SS..E 

sas 

or 

Of 

(-  — '    (A 

u  -O  *- 

i_  "D  *- 

Of   0    t- 

^«S 

a»s 

«  (A  e 

0*  £  u 

■0   0 

V    C    U 
«   3  U 

Of   Of  — 

a>  3  u 

Of    Of    0) 

u.  u.  m 

u.  U.    (0 

•ju  tb    b. 

IV 

« 

(D 

^^ 

>o  0 

>o>o 

Kt  fO 

Kt  K» 

KlfO 

^01 


O   3 


to  w    I 


o  ^  u 

to    3 
0>  £    (A 


sen 
0-5  — 
^  °'° 
?"^ 
«>  go 

C  t-  w) 
O  «*-   Of 


s.i:3„ 

c  c  c 

«    10  — 


«.^ 


(A    0 

a  V  Of 

to  C 

0> 

(A  — • 

OJ    Of    Q 

u  1-  a. 

'■0—      . 

—           X 

X    Of 

>    Of    Of 

^       l- 

t-  £ 

w    CA    Of 

Of  *^  -n 

(A            H 

3   4i£ 

0   (A 

*-    (0 

X   <1>  "D 

c  « 

Of   01 

0            (A 

?:j^ 

-li 

n  T3T 

0  —  *- 

0 

*-  £  1. 

g!i? 

u.   01  — 

—  0  — 

■O    C    (A  — 

C  O  —   5 
«■•->£ 

CA    (O    Ol     C  CM 

t-   u   Q.  (0  C 
Of  —    3         0« 


Q.  (-  lA  n^ 

E  Of   Of  C 

—  o  —  —    X 

o  «>•  —  <a  a 

*-  »-  —  O    3 

t)  U.  U  I 

Of  K    ^ 


C  —    > 

O)   L.  ^    *-> 

C    Of  Of    O    U 

—   **  £    C    Of 

t--     Of  *-•     0)H- 

(A  >  flJ  "w 

Of  "O  —    4f 

w  ->  C  O 
(0(0         p 

?C  01    Of      ■ 

o  en  (A  w  ro 

a  ■.  01  10  (0  O" 

*-  —   Of    Q.O 


u   C  J 
CO    3    ' 


♦*  X  o  —   < 


>  i_  '•-  e  Of 

o  o  o  «  > 


W  l_  —  .—    Of 

Of  Of  w  -n  ■*- 

u  «^  u  <0  "«- 

—  t-   v  o  01 

>  O   Q.— 

U  Q.  (A  l/> 

Of  X    C  <«-    0) 

(A  41  —  O   Z 


*  Q  —      - 
-  —    CfM 


'ii- 


k  Of  o  ^ 

f  O   (0   ro 
»  u.  _i  -O 


o        •- 


i  .5 

X    (A  I- 

Ot  «-•  ^ 

U  Of 

O    3  u. 

*-  -o 
o  c 

■DUO 
Of  Q. 


>  c  — 

(_  aj  — ' 
01  -•  o 
(/»  a.  u 


I 
I 

E ' 
<  < 

c « 

ii 


I 

E  '^ 


2 


aS. 


O   V 
>3 


43 


l|: 


8:3 


8 


S 


(A 

si 


o         «^  -< 


H-  O  -^ 


£-0    0 

(_    L.    4(  — 
O    U    (A    V 


X  >  — 

—    O  (/> 


<o  5  <- 


O    (D    O  (/> 


Sua 

£   C-    Oi   O    (A  • 

u  O   I-  «^  <*- 

U)  <*-   U.           —  H- 

4»  TJ          — '    U  *rf 

V   «      •   C  —  "Q   «» 

•*-  jC    U    O   «-•  C 

W>  -^           (A  CO  ^ 

C  —  -•   C  —  «I 

O  —    O    o   t-*  M    C 

—  ^    3  —    *o  •-    O 

*<    (Q    Q.«-'   «-<  C  — 

^A'             3     M  V     (A 

■•-«)  —  i  "n  (rt 

l_    01    (0  ■•-      >  C    0) 

U            (-     L.     (0  O    ^ 

tfl    C    flJ   •-•  —  Q.  O) 

A  a>  c  (/)  "D  1/1  c 


—  « 

—  «l 

3  j: 

3* 

1- 

^•^ 

w  cn 

£     (- 

£    «- 

T3   m 

u  o 

u   o 

(0   Q. 

w»  »•- 

01  ««- 

0)0 

4t  -D 

s-g 

«   OJ 

c 

"^  ^ 

u 

'i-  j= 

u 

O  f 

-    "^ 

u 

c  — 

c  — 

?s 

o- 

^ 

o  — 

X) 

*-    (0 

S. 

Z'S 

i 

o 

Q.^ 

O.*' 

(Q     0) 

—   tfl 

—  «» 

j:  a 

(-    01 

<D 

I-    Of 

<D 

u 

u 

i- 

u 

L. 

(/) 

«  c 

0» 

M     C 

Of 

(A  •— 

^    01 

c 

C 

0>   tn 

3    <U 

<u 

0) 

01  n 

i/i  JQ 

o> 

D) 

"■°  ^ 

3 

• 

3 

^      3     o 

N 

rg 

CM 

%0           U 

u 

u  ae  ^'  u  (/I 

lA 

w  u.        to  3 

3 

3 

=3  O  «3 

IS: 


.^ 

^  >^  n  c 

WI  ** 

—  «_  c  o 

o  o> 

0,    u 

C    1- 

01    (fl    01 

C  —    E  ♦- 

c—  o 

u  a  Q. 

0)    3    R)   <D 

O    t-  <•- 

—     O    tf) 

—    O   *-•    t- 

-     (Q 

>       c 

X  (J   Q.  C    Of 

^    Q.  (/> 

I-  c  — 

U    (A           O   *-• 

(J  a>  *- 

0..- 

-  o»  e     3 

Of   t-    o 

(fl      >*  I 

&°-^<; 

•^    1-    (0 

3  ^   ffl      -."D 

C    (A    *-  — 

Q  «-•          0>   4) 

a.    *-  trt 

C  M    o  o 

O    01  — 

—    3    3    >. 

£    (0    (0  H- 

c  a^ 

*-   CTO  ^ 

•n  o)  u  01  O 
£    3   E    (A 

£JS>.i 

(J   0>   Q. 

a>  (-      73 

(0    O         —    53 

«  a  !-  — 

a     -o  o> 

«  c  c  ^ 

*-  j:  o       i- 

C    -    3   « 

conn) 

tO  *-'          t-    o 

-  a     T) 

o>       c  o  «♦- 

-  *-    O  — 

3  **   C 

E  c  o  •«- 

ui    Q.'D 

O  —           <- 

ut   0) 
"0000 

,fl  .^    ^     V)     01 

w  T3         ^ 

1-     U     C     U    *' 

>           w    01 

S>2S 

as.i-g° 

O  —     (0  — 

— •    O    OJ 

£  tA    (0    O    1- 

i^lS 

o  1-  j:   lA 

3   C    X    1-    O 

>   Q.X~ 

(rt  —    0>    Q.H- 

U    A-*  C  (O  ^ 

■^  O  Q.  0> 

L.   o  <j  E^  VI 

cn  *-•  o 


o  O)  «-< 
C    I- 

c  —  o 
o-g  at 
•—  3  o  - 


j;  —  — 

to   ^rf    Q. 


«  u  >   w 


«-■    »  o  —  o 

(A    (A   CD  —    O) 

—  c       xt   < 

■Q   O    (A    3   C 

.--  o  ao 

(A 

V  to  Z  ^ 

V 

T3  u   u)   to   to 

■D 

>  —>   *j    it  XL 

> 

O^    CO    C   4^ 

o 

1-    3    *-<    0»  — 

a.  &.</)  □>  X 

t- 

CL 

CO)  w 

O  "D  u 

C  —  3 

>  "D 

(0    O  l_    O 

I-  O    t_ 

£  a<«-  a 

■^  o  «  «o 


«-•  <o  I-  -n     . 

U  Q.  0)    C  (A 

<o  E  (A  <a  oe 

i_  O  HI 

*-•  U    C    (A 
C  OCX 

O  **  —  o  ^ 

o  C  •-'  — 

0)   Q.*-  T3 

(A  E  —    «   tt» 

(O  £    (-    U    U 

j;  c_    u  —    3 

01   CA  —  T3 

(/)  >  ^  ^    O 

QC  O    3    3    U 

uj  o)  w  a  a. 


«-•  o.*»-  Q. 


.  Of   C  ( 


<j  «-•  —   O  J3 

c  **  — 
(A    «    Q.*'  P 

<a  £  •—  to  V 
i=   C  I-  u  u 

U  (J  —  3 
CD  V  (A  —  "D 
O  >  ^  ^  O 
«    O    3    5    L. 

3  o)  CA  Q.  a. 


3    (A 

O  T3 

a.  c 


O   Q. 

*-•    01 

(A  ae 


44 


^■3 


S  s 


8 

S 


o 


?_ 


—  c 


:  **  -o 


C    M    3 


I's 


6  V  V 

♦-  —    (0 
C   3    wi 

g  *  -^ 
6  «-  o 


O    C    (A 


U  C 

Tl  4)  . 

(Q    U  ^  U 

U)  —  >  > 


V 

Of 

s. 

01 

«) 

a 

01 

01 

T) 

a> 

> 

« 

01 

tf) 

D  T3 

(A 

(D 

C-D 

c 

T3 

O 

01 

o 

i. 

** 

« 

^ 

ffl 

c 

« 

01 

a> 

01 

(A 

I- 

01 

u 

(A 

u 

Of 

«f 

01 

01 

I- 

■a 

(- 

as 
>>  o> 


E  01  At   Arf 

tfi  »-•  H-  Q,  a) 

(B  O  ■—    (J 

«    *-  >  Q..^ 

U  —  01  C 

£01  u  (n  tft   3 

fc*  ■- ,  a  3  ffl  6 


t.  (_  ■-»_ 


I  £  'g  < 


■-  —  —  «-       X 

I  *-•  L.  a  o  — '  0] 

5U  O 

01  «i  >.        H- 


M  3  j=  £ 
Of  'O  U  Ol 
«»   C    3  — 


-S 


w 


g 


i3 


C^   t-   4)  ^ 

O   U    01   U   O 

—    1.    (11    C     U 

*-   (0    3   ffl   o 

U   01          c  — 

Ol   V)    (A   01   E 

—   01  ♦-  *- 

^  ae  u  c  w 

O        01  —  c 

"•5=12 

01  c  o       n 

(_   O   U      -  Q. 

3   -         *- 

M   Ol     .  —  -«- 

—  Ol  —  «  o 

3  tt  —   Q 

u          ac 

C      •  01   O 

♦-   (_    ffl  TJ   - 

C   01  ■'         ^ 

fl*£    I-    01    3 
4->   *«    O  £  ^ 

ffl   I.    01  w  -^ 

a  o  a.       (- 

Z           t-  tJ 

<A 

V)             -  O    CA 

01 

oe  01  (-  ^  ■— 

<£    01          TJ 

3 

w   ♦*    « 

^^£8? 

3 

**  TJ  tn-g  *- 

3  C   C   C   u 

p  3  —    ffl  «C 

£  O   E  -t 

ffl  —  «-  e      -D 

ffl  0>-*-    01  C   u) 

t-   C  Q.  3  £    3    01 

O    O  E^  </i   A'  u.   01      ■ 

H-  ■—  a  u.  •- 

trf  U  *□   V  c         c 

v  ta  c  n  o  3 
«  z  >  a  —  •  o 
CB      —       -p  *-  "O  o 

^O}-^      •WfflOlU 

ffl-.7ew)N>-gffl 
£  (o  ffl  "d  —  <-  c 

0  •><•-  c  t-  01  y  (A 

•^         3   O   tf)   £  u. 

01  E  o  j::  c  9 

(-  01  S  I-  w  o       c 

fflf^   0>3U    V)  — 
•^   (A   Q.  ffl  ffl 

«      >.  e      u      p 

OlH-tflfflCAOl       <-U 

4)  O        u  ffl  4^  m  ^^ 

<•-       «-•  ffl  « — 

K>  V)  O.  (A  3  O  <A 
t-  1/^  Ol  3  01  •-  Q 
01  CO   (-    O  *'  -Q  CL 

3i\ju.  ana  a  co 


01  "D 

<A   C  C 

8.-2  "  , 

3    ffl  "o"  < 

a  >  01 

TJ     01  C     I 

V    (A  Ol 

N  c  E  : 

■—  o  to  * 


(A  — 
0*  >*-  TJ 
<A    01    W 

3   C  *^ 

U  ^    (A 


3   •-*      • 

ffl  a  m 

3  'O 


£  oa  •-  01 


I •    C   01 

_    O    3   O   (A 
£    U  —   3 

3   C    ffl   C 
ffl   Ol  Ol   O 

<    i_  — 


ffl  «j 


O    Ol    Of 


(A    0* 

Ol  3 


:'S'S' 


^:i 


O    XTJ    O 

w  i_  u  at 

ffl  Q.  (- 

t5   41  —    X 

ffl   i_  Ol  — 

u  >  — 

O  Ol  01  a 

*-•  W  TJ  "D 


5? 


feS 


lit 


o  o 
£  t ■  ■ 


ffl  c 
O  .C   01  c/> 


o  »- 

41  3 

—  *J 


(A         U 


8-S 


45 


5  a 


O)  1- 

Dl  U 

Ol  c. 

u 

Dt  U 

c 

fa*  >. 

Of          - 

c  o 

C    O 

c  o 

V 

■d 

C    O 

«  a» 

V 

>         w 

4,  .—  .*. 

«i  —  *_ 

«.-•«- 

4,  «j 

0( 

0<  ■-  •«- 

j:  c 

OJ  £ 

—           (0 

0>   w 

(0    C    W  "D 

<0    C   M  "D 

a  c  (A 

■d 

n]  Q. 

OJ    » 

(0    C    WITS 

X   > 

fli  «  fa" 

>  —  «^  at 

>  "•  w    4) 

>—  *- 

ct 

1-    Of 

>  —    4-.    4» 

0)  a 

C  J= 

1-    C    M 

—   ^  (/I  «-' 

'—     1-    V)    «-• 

—    C_    (fl 

(S   3 

—   i_    ui  *- 

jz 

(0   u 

0(    O  ■— 

L.    Q.  O    (A 

u  a.  o  (A 

(_    Q.  -3 

M 

1-    u 

acr 

L.    Q.  O    W 

c 

Q.  -   C 

Q.           u     (U 

Q.        u    <b 

a      u 

a 

a>  o> 

Q.          u    0, 

rtl  ^ 

O  *-  — 

i_          3 

i_          3 

(- 

U          3 

o 

3    3 

QUE 
U    0)  "O 

>.  a»  c  O" 

>■  fl*   C    O" 

X  OJ   c 

>. « 

a. 

>.  V  c  a- 

T3 

a 

^    >    O   OJ 

^    >    O    (L> 

i3   >   O 

£1  > 

(A 

^    >    O   OJ 

0)  *- 

-    «0 

O—   1. 

O  —    1- 

O  -^ 

o 

O  ♦- 

o  —  »- 

O)-^ 

*-  c 

o  — 

-O     U    A' 

TJ    U  fc* 

■O   O  ♦- 

■D   O 

T3   o  fa- 

c re 

fa*     O     U 

-        D  yi 

-            3     1/! 

3 

W) 

^a 

me  ^  C 

a  01 

«  O 

(J  o 

(D  o  ja  £ 

lO  o  ^  c 

ta  o  £k 

c 

5  o 

JZ   c 

T)         >^ 

aii-  o 

Q.*-—    O 

a*"- 

o 

a.*-* 

01    V 

Q.4-  —    O 

U    Ol 

4> 

t-  — 

I_  — 

^ 

u  .^ 

o»    ■  o»     . 

Of    U   «-'  a' 

01     tA    **    »^ 

a»  trt  ♦-• 

4)  irt 

0>    tt»  *-  *- 

0^ 

U    V) 

t-     (-   —     01 

C    0)    cn    (Q 

i~   V  vi  ta 

b.    0)    l/t 

to 

L.     01 

0.— 

1-  01  w  <a 

t-    u 

>  — 

(0    01  ^    Of 

flj  .„  ._    u 

(0  —  .-    u 

«  — — 

(0  — 

C    (D 

(0  —  —    o 

(D  £ 

O    1- 

£   3  aj  w 

*-  "D  — 

w  -a  - 

*-  TJ 

*rf 

fa-  -a  - 

o 

O  o—  c 

w  — 

W)  — 

0(    U 

tf)  —      — 

« 

^    V 

(_  —    01 

ii   I-  T3  ^ 

OJ   fc*  -D  J3 

«  c  c 

n 

•u  «-• 

£  Sj 

0)  ^  -o  ^ 

Oj    I- 

01  o»^ 

4f  (-  <o  a 

41    C    C    D 

«    C    C    3 

3 

0)  C 

—  o. 

0)    C    C   3 

0>    O  £    -    (0 

0>    O    >    X 

u.  0)  <Q  a. 

u.  u  (0  a 

u.    01    <Q 

Q. 

u.  o; 

*-»  ui 

ifa  o>  (D  a 

^JZ  E 

u.  ^    (Q    0» 

01 

E 


8 
5 

Is 


S 

Ul 

5 


"■5 


46 


^  « 


s     s 


s 


b.    U   M 


2       C 


^  IM 


X  «i 

O   Ol     • 

(-  a  t» 

HI 

o  C  S 
a  «  « 

U  t'  «-• 

.gr 
''«5 


o  c 
8  f>j      8 


8' 


•  c 

«  u 


U  O  u 

_  e  "*  4>  » 

T)  fl  O  w    « 

*-  g  ^  >  c 

»  •  o  C  S. 

o  •  a.  >•  u 

u  >  £ 

u  U  V  «  -^ 


—  o       « 
S.  >>      o 

5ii: 


«  n  a.  u 
<-  c       - 

41  —  *-•  '^ 


CO  « 
£  C  «  £ 
U  —   «  w 

K    >   A' 

•  a  c  jc 

£  3  o 


s 

«    • 

US 


S       3 


§ 


t 


•  at 


II 


; 

•I 
O 

o 

4 


8 
S 


it! 
8 


47 


NEW  USER  FEES 


Mr.  DURBIN.  Please  identify  any  new  user  fees  that  are  proposed 
for  fiscal  year  1995  and  indicate  those  that  are  proposed  in  appro- 
priations language  and  those  that  will  require  enactment  of  legisla- 
tion. 

Mr.  Dewhurst.  We  will  be  happy  to  provide  the  information.  All 
user  fees  proposed  for  1995  will  require  enactment  of  legislation  ex- 
cept for  the  FmHA  loan  origination  user  fee  which  will  be  collected 
imder  current  law. 

[The  information  follows:] 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
USER  FEES  PROPOSED  FOR  FY  1995 

THE  FOLLOWING  WILL  REQUIRE  ENACTMENT  OF  LEGISLATION: 

FOOD  SAFETY  AND  INSPECTION  SERVICE: 

Meat  and  Poultry  Inspection  $103,000,000 

AGRICULTURAL  MARKETING  SERVICE: 

Standardization  Activities  4 , 422 , 000 

Egg  Products  Inspection  1 , 726 , 000 

PACKERS  AND  STOCKYARDS  ADMINISTRATION: 

License  Fees  12 , 168 , 000 

FEDERAL  GRAIN  INSPECTION  SERVICE: 

Standardization  Activities  5 , 021 , 000 

RURAL  BUSINESS  AND  COOPERATIVE  DEVELOPMENT: 

Technical  Assistance  450 , 000 


Subtotal,  Fees  Requiring  New  Legislation  ....        126,787,000 

THE  FOLLOWING  WILL  BE  COLLECTED  UNDER  CURRENT  LAW: 

FARMERS  HOME  ADMINISTRATION: 

Guarantee  Loan  Origination  Fee  13,000,000 


Total,  New  User  Fees  139,787,000 
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PAY  COSTS 

Mr.  DuRBlN.  The  budget  for  fiscal  year  1995  includes  anticipated 
pay  increases.  Please  provide  for  the  record  a  table,  by  agency, 
which  indicates  the  estimated  amount  of  the  increase,  the  amount 
included  in  the  budget,  and  the  amount  that  is  proposed  to  be  ab- 
sorbed. 

Mr.  Dewhurst.  The  fiscal  year  1995  budget  provides  for  1.6  per- 
cent for  pay  costs.  Costs  for  non-appropriated  programs  are  being 
absorbed.  I  will  include  a  table  for  the  record  that  reflects  the  ap- 
propriations request  by  agency  for  fisc£d  year  1995. 

[The  information  follows:] 

UNITED  STATES  DEPARTMENT  OF  AGRICULTURE  FISCAL  YEAR  1995  GENERAL  PAY  RAISE 

[In  thousands  of  dollars] 

,  Amount 

*«*"'=''  requested      ; 

Office  of  the  Secretary  82 

Departmental  Administration  310 

Office  of  Budget  and  Program  Analysis  54 

Office  of  the  General  Counsel 240 

Office  of  Communications 76 

Office  of  the  Inspector  General 545 

Agricultural  Research  Service  4,139 

Cooperative  State  Research  Service  125 

Extension  Service 140 

National  Agricultural  Library 99 

Alternative  Ag  Res.  and  Commercialization  0 

Economic  Research  Service 466 

National  Agricultural  Statistics  Service  515 

World  Agricultural  Outlook  Board 22 

Foreign  Agricultural  Service  733 

Agricultural  Stabilization  and  Conservation  Service  6,498 

Federal  Crop  Insurance  Corporation  472 

Rural  Electrification  Administration 321 

Farmers  Home  Administration  and  Rural  Development  Administration 6,143 

Soil  Conservation  Service  7,654 

Animal  and  Plant  Health  Inspection  Service  2,593 

Agricultural  Marketing  Service  444 

Packers  and  Stockyards  Administration  96 

Federal  Grain  Inspection  Service  87 

Food  Safety  and  Inspection  Service 4,309 

Food  and  Nutntion  Service 1,030 

Human  Nutrition  Information  Service  62 

Total,  Agriculture  appropriations  37,255 

Mr.  DURBIN.  Would  you  please  list  for  the  record  the  cost  of  local- 
ity pay  for  fiscal  years  1994  and  1995  by  agency?  Has  any  of  this 
amount  been  included  in  the  budget  or  has  it  been  absorbed? 

Mr.  Dewhurst.  The  1995  budget  provides  for  the  annualization 
of  the  1994  locality  pay  adjustment.  No  amount  has  been  requested 
for  the  locality  adjustment  for  1995.  I  will  provide  a  table  for  the 
record  that  reflects  the  appropriations  request  by  agency  for  the 
annualization  of  the  1994  locality  pay  adjustment. 

[The  information  follows:] 
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United  States  Department  of  Agriculture 

Locality  Pay  Costs 
' :  ..  ,  J.k'  

(Dollars  in  thousands) 

FY  1995  Cost  of 
Agency  FY  1994       1994   Locality  Raise 


Office  of  the  Secretary  249  332 

Departmental  Administration  891  1, 188 

Office  of  Budget  and  Program  Analysis  . .  153  204 

Office  of  the  General  Counsel  686  890 

Office  of  Public  Affairs  217       ...  289 

Office  of  the  Inspector  General  1,000      '  '   '  1,297 

Agricultural  Research  Service  8,175  10,900 

Cooperative  State  Research  Service  333     "     '  •; '  458 

Extension  Service  398  567 

National  Agricultural  Library  234  320 

Alternative  Agricultural  Research  &  Com.  14  20 

Economic  Research  Service  1,244  1,659 

National  Agricultural  Statistics  Service  1,496  2,048 

World  Agricultural  Outlook  Board  53           -  71 

Foreign  Agricultural  Service  1,385          •  1,849 

Agricultural  Stabilization  and 

Conservation  Service  14,884  19,917 

Federal  Crop  Insurance  Corporation  1,047  1,487 

Rural  Electrification  Administration  ...  880  1,204 
Farmers  Home  Administration  and 

Rural  Development  Administration  ..  14,000  18,532 

Soil  Conservation  Service  12,863  16,194 

Animal  and  Plant  Health  Inspection 

Service  5,618  7,491 

Agricultural  Cooperative  Service  55  0 

Agricultural  Marketing  Service  1,197  1,596 

Packers  and  Stockyards  Administration  . .  247  330 

Federal  Grain  Inspection  Service  692  923 

Food  Safety  and  Inspection  Service  9,252  12,336 

Food  and  Nutrition  Service  2,280  3,040 

Human  Nutrition  Information  Service  ....  172  229 

Total,  Agriculture  Appropriations  ....  79,715  105,371 
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WATER  QUALITY 


Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
amount  of  funds  devoted  to  water  quality  in  fiscal  years  1993, 
1994,  and  1995,  indicating  both  the  agency  and  the  program. 

Mr.  Dewhurst.  Let  me  describe  the  Department's  activities  rel- 
ative to  water  quality  before  I  provide  the  funding  details.  The  De- 
partment's research  programs  support  the  goals  and  objectives  out- 
lined in  the  USD  A  Research  Plan  for  Water  Quality.  In  1995, 
projects  will  be  continued  in  the  Midwest  Com  Belt,  where  con- 
centrated corn  and  soybean  production  involves  widespread  use  of 
nitrogen  and  pesticides  in  connection  with  conservation  tillage 
practices.  Other  ongoing  activities  include  developing  more  effective 
biological  controls,  improving  integrated  pest  management  systems, 
and  better  targeting  pesticide  applications. 

We  will  also  continue  our  program  of  data  collection  and  analysis 
on  pesticide  use  and  farm  practices  to  assess  the  impacts  of  alter- 
native farm  management  systems  and  approaches  on  producers, 
consumers  and  rural  communities.  Other  federal  agencies  will  also 
use  this  information  to  better  understand  patterns  of  pesticide  use 
in  relation  to  identified  water  quality  problems. 

Technolog>'  development  and  the  voluntary  adoption  of  environ- 
mentally sensitive  management  practices  by  farmers  and  ranchers 
are  the  major  objectives  of  the  Department's  water  quality  pro- 
grams. Technical  assistance  and  education  activities  focus  on  train- 
ing field  employees  to  improve  information  delivery  capabilities. 
^ye  are  also  updating  water  quality  practices  in  the  Soil  Conserva- 
tion Service  Field  Office  Technical  Guides  to  reflect  existing  and 
new  research  results. 

In  the  area  of  project  activities,  several  USDA  programs  provide 
cost  share  assistance  and  other  incentives  to  encourage  producers 
to  adopt  environmentally  sensitive  practices  leading  to  area-wide 
improvement  and  protection  of  water  quality.  These  include  Water 
Quality  Incentives  Projects  under  the  Agricultural  Conservation 
Program,  the  Colorado  River  Salinity  Control  Program,  and  the 
Conservation  Reserve  Program.  The  Soil  Conservation  Service  and 
the  Extension  Service  provide  technical  assistance  and  education  to 
producers  through  nationally  selected  demonstration  and  hydro- 
logic  unit  projects. 

I  will  provide  a  table  for  the  record  which  details  the  Depart- 
ment's funding  for  water  quality  activities. 

[The  information  follows:! 
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U  S  Department  of  Agriculture 
Water  Quality  Programs  and  Activities 


Function/ Agency 


1992 
actual 


1993 
actual 


1994 
enacted 


1995 
budget 


Research 

Agricultural  Research  Service  

Cooperative  State  Research  Service  

Economic  Research  Service  

Subtotal,  research 

Data  Collection  and  Analysis 

Economic  Research  Service  

Extension  Service  

Subtotal,  data  collection  and  analysis 

Technology  Development  and  Application 

Extension  Service  

Soil  Conservation  Service  

National  Agricultural  Library  

Subtotal,  tech.  dev.  and  application 

Project  Activities 

Soil  Conservation  Service  

Extension  Service  

Ag.  Stabilization  &  Conservation  Service 

Agricultural  Conservation  Program  --  UQIP  . 

Agricultural  Conservation  Program  --  Other. 

Colorado  River  Salinity  Control  

Conservat  i  on  Reserve  Program 

Economic  Research  Service  

Subtotal,  project  activities 

Summary  by  Agency 

Agricultural  Research  Service  

Cooperative  State  Research  Service  

National  Agricultural  Library  

Extension  Service  

Soil  Conservation  Service  

Ag.  Stabilization  &  Conservation  Service 

Economic  Research  Service  

Total  Department  of  Agriculture  


($  in  mi  1 1  ions) 


$50.7 

$51.6 

$52.9 

$56.0 

31.8 

35.1 

33.0 

31.9 

1.3 

1.3 

1.1 

1.1 

83.8 


1.9 
0.3 

2.2 


26.5 


100.1 


88.1 


2.3 

0.3 

2.6 


26.5 


90.8 


86.9 


1.0 
0.4 

1.4 


27.1 


97.0 


89.1 


1.0 
0.4 

1.4 


18.6 

18.6 

18.9 

18.9 

7.6 

7.6 

7.9 

7.9 

0.3 

0.3 

0.3 

0.3 

27.1 


38.0 

37.2 

40.1 

38.4 

6.6 

6.6 

6.7 

6.7 

6.8 

15.0 

18.5 

18.5 

23.0 

5.0 

0.0 

0.0 

14.8 

13.8 

13.8 

13.4 

10.5 

12.8 

17.5 

16.7 

0.5 

0.5 

0.4 

0.4 

94.1 


50.7 

51.6 

52.9 

56.0 

31.8 

35.1 

33.0 

31.9 

0.3 

0.3 

0.3 

0.3 

25.5 

25.5 

26.1 

26.1 

45.6 

44.8 

48.0 

46.3 

55.0 

46.6 

49.8 

48.6 

3.7 

4.1 

2.5 

2.5 

212.6 


207.9 


212.4 


211.6 


Notes:   (1)  Amounts  shown  represent  estimates  for  programs  and  activities  related  to  the 
water  quality  initiative  begun  in  1990  and  related  activities  carried  out  for  the 
primary  purpose  of  preventing  agricultural  related  water  quality  problems. 
(2)  The  1995  budget  proposes  to  realign  several  water  quality  agencies  and  activities 
which  are  shown  above  on  the  basis  of  the  current  appropriation  structure  for  conparabi I ity 
to  previous  years. 
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NUTRITION  EDUCATION 


Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
amount  of  funds  devoted  to  nutrition  education  in  fiscal  years  1993, 
1994,  and  1995,  indicating  both  the  agency  and  the  program. 

[The  information  follows:] 
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NEW  USES  FOR  AGRICULTURAL  PRODUCTS 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
amount  of  funds  devoted  to  new  uses  for  agricultural  commodities 
in  fiscal  years  1993,  1994,  and  1995,  indicating  both  the  agency 
and  the  program. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE— NEW  USES  FOR  AGRICULTURAL  COMMODITIES 
;    "  [In  thousands  of  dollars] 


1993  actual 


1994  current 
estate 


1995  Presi- 
dent's budget 


Agricultural  Research  Service 73,824 

Alt.  Agr.  Research  &  Commer.  Center 8,236 

Cooperative  State  Research  Service: 

Hatch  Act  7,174 

Mclntire-Stennis  Coop.  Forestry 1,769 

Evans-Allen  1,013 

Animal  Health  21 

Special  Research  Grants 9,416 

National  Research  Initiative  4,788 

Supp.  and  Alternative  Crops 575 

Subtotal,  Coop.  State  Research  Serv 

Economic  Research  Service  

Forest  Service 

National  Agricultural  Library 

Total,  New  Uses  for  Agric.  Commodities 116,182 


79,498 

79,498 

8,504 

7,200 

7,281 

7,281 

1,986 

1,986 

1,040 

1,040 

21 

21 

9,187 

120 

6,788 

7,538 

575 

1,818 

24,756 

26,878 

19,804 

100 

100 

100 

9,256 

9,352 

10,504 

10 

10 

10 

124,342 


117,116 


FOOD  SAFETY 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
amount  of  funds  devoted  to  food  safety  in  fiscal  years  1993,  1994, 
and  1995,  indicating  both  the  agency  and  the  program. 

Mr.  Dewhurst.  Mr.  Chairman,  the  food  safety  inspection  for 
meat,  poultry,  eggs  and  grains  represents  the  largest  part  of  the 
food  safety  activity.  Inspecting  meat  and  poultry  at  slaughter  and 
processing  plants  is  done  by  employees  of  the  Food  Safety  and  In- 
spection Service.  Eggs  used  in  processed  egg  products  are  inspected 
by  the  Agricultural  Marketing  Service.  And,  the  Federal  Grain  In- 
spection Service  provides  services  for  testing  pesticide  residues  and 
natural  mycotoxin  in  grains. 

The  Pathogen  Reduction  Program  is  an  aggressive  approach  to 
address  the  food  safety  issues  from  farm  to  table.  For  1995,  the 
microbiological  baseline  will  be  expanded;  inspectors  will  be  trained 
in  Hazard  Analysis  of  Critical  Control  Points — HACCP;  new  meth- 
ods for  improving  inspection  and  production  practices  will  be  evalu- 
ated; an  epidemiological  traceback  system  will  be  initiated  to  find 
the  sources  of  microbiological  contamination;  new  and  faster  in- 
spection test  methods  will  be  developed  through  research  conducted 
within  the  Department  and  under  contract  with  private  institu- 
tions and  Land  Grant  Colleges;  the  relative  risks  of  food  borne  dis- 
eases will  be  evaluated  to  determine  the  health  care  benefits  from 
reduced  pathogens;  and  the  responsibility  of  all  members  of  the 
food  chain  in  protecting  the  safety  of  the  food  supply  will  be  com- 
municated. 
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The  Pesticide  Data  Collection  efforts  involve  data  and  informa- 
tion on  pesticide  residues,  pesticide  use,  alternative  pesticide  man- 
agement strategies  and  food  consumption  patterns.  Cooperative 
agreements  have  been  signed  with  nine  States  for  conducting  tests 
of  pesticide  residues  in  fruits  and  vegetables  near  consumption 
channels.  Pesticide  use  on  farms  provides  information  regarding 
the  actual  levels  used.  These  data  assist  the  Environmental  Protec- 
tion Agency  in  assessing  the  actual  exposure  levels  for  determining 
pesticide  risk. 

The  Department  also  has  a  number  of  research  and  education 
projects  which  address  ways  to  minimize  the  food  safety  risk  from 
mycotoxin,  toxic  metals,  chlorinated  organic  and  pesticide  residues. 

I  will  supply  a  table  for  the  record  which  details  the  Depart- 
ment's funding  for  food  safety  activities. 

[The  information  follows:]     , 
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UNITED  STATES  DEPARTMEr4T  OF  AGRICULTURE 
Overview  of  Food  Safety  Programs 

,,.,.;,(PoJiaEs:in  MillH>rtsV;,....,„:,„_._^^ 

PROGRAM/ACTIVITY 

1993 
Actual 

1994 
Current 
Estimate 

1995 
Budget 

Food  Safety  rnspection  for  Meat,  Poultry,  Eggs. 
,and  Grains: 

Food  Safety  and  Inspection  Service 

$558.4 

12.8 

0.5 

$577.8 

13.0 

0.3 

$591.2 

13.3 

0.3 

Agricultural  Marketing  Service 

Federal  Grain  Inspection  Service 

Subtotal,  Inspection 

571.7 

591.1 

604.8 

Pathogen  Reduction  Program: 

Food  Safety  and  Inspection  Service 

Aninnal  and  Plant  Health  Inspection 

Service 

Agricultural  Research  Service 

0.9 

0.0 
12.3 
4.7 
0.8 
0.5 

8.0 

0.0 
14.0 
5.2 
1.0 
0.7 

14.0 

5.7 
26.5 
6.3 
1.5 
0.7 

Cooperative  State  Research  Service 

Extension  Service 

Economic  Research  Service 

Subtotal,  Pathogen  Reduction  Program 

19.2 

28.9 

54.7 

Pesttcfde  Data  Collection: 

Agricultural  Marketing  Service 

National  Agricultural  Statistics  Service 

11.6 
3.6 
1.9 
5.0 

11.6 
3.6 
1.2 
8.6 

11.5 
9.8 
1.2 

16.1 

Economic  Research  Service 

Human  Nutrition  Information  Service 

Subtotal,  Pesticide  Data  Collection 

22.1 

25.0 

38.6 

Food  Safety  Research  and  Ecfejcation  on 
Mycotoxins,  Toxic  Metals,  Chlofinated  Organics, 
and  PestJddeResidues: :,,..,:;..:,,:. ,^^^ 

Agncuitural  Research  Service 

23.7 
5.7 
0.7 

23.3 
5.1 
1.0 

26.5 
2.9 
1.5 

Cooperative  State  Research  Service 

Extension  Service 

Subtotal,  Mycotoxins  etc.  Research 

29.0 

29.4 

30.9 

■ItnrAU  Food  Safety  Programs::           -^mm^mm 

$642.0 

$674.4 

$729.0 

y^  -~ 
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ETHANOL 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
amount  of  funds  devoted  to  ethanol  research  in  fiscal  years  1993, 
1994,  and  1995,  indicating  both  the  agency  and  the  program. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE— ETHANOL  RESEARCH 
[In  millions  of  dollars] 


Program 


1993  ac- 
tual 


1994  cur- 
rent esti- 
mate 


1995  budg- 
et 


Agricultural  Research  Service $1-9  W-6 

Alternative  Agricultural  Research  and  Commercialization  Center  13 OA^ 

Cooperative  State  Research  Service: 

Hatch  Act  

Mclntire-Stennis  Coop.  Forestry 

Evans-Allen  

National  Research  Initiative  

Special  Research  Grants 

Subtotal,  Cooperative  State  Research  Service 

Economic  Research  Service  

Forest  Service 

Total,  Ethanol  Research  5.6  6.3 


$3.6 
0.9 


0.2 

0.2 

0.2 

0.2 

0.2 

0.2 

0.1 

0.1 

0.1 

0.8 

0.7 

0.9 

0.4 

0.4 

0.0 

1.7 

1.6 

1.4 

0.5 

0.5 

0.5 

0.2 

0.2 

0.2 

6.6 


ALTERNATIVE  FUELS 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
amount  of  funds  devoted  to  other  alternative  fuels  in  fiscal  years 
1993,  1994,  and  1995,  indicating  both  the  agency  and  the  program. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE— ALTERNATIVE  FUELS 

[In  millions  of  dollars]  .,•  >     :         . 

-  1993  ac-        ''VoT      1995  budg- 

Program  ,„„  renltKti-  g, 

Agricultural  Research  Service $0.8  $1.2  $1.3 

Alternative  Agricultural  Research  and  Commercialization  Center 0,2  1.7  0.9 

Cooperative  State  Research  Service: 

Hatch  Act  0.1  0.1  0.1 

Evans-Allen  (»)  (')  (') 

Economic  Research  Service  0.6  0.6  0.6 

Forest  Service 0.2  0.2  0.2 

Total,  Alternative  Fuels 19  3.8  3.1 

I  Evans-Allen  Program  is  $11,000  per  year. 
Note.— Excludes  ethanol. 

LOW-INPUT  AGRICULTURE 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
amount  of  funds  devoted  to  low-input  agriculture  in  fiscal  years 
1993,  1994,  and  1995,  indicating  both  the  agency  and  the  program. 

[The  information  follows:] 
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U.S.  DEPARTMENT  OF  AGRICULTURE— SUSTAINABLE  AGRICULTURE 
[In  thousands  of  dollars] 


Agency  and  item 


Fiscal  year — 


1993 

1994 

1995 

26,620 

30,089 

29,191 

74,560 

83.077 

85,627 

64,467 

48,404 

46,951 

0 

8,073 

7,830 

Agricultural  Research  Service: 

Natural  Resources  and  Systems 

Plant  Sciences 

Animal  Sciences 

Commodity  Conversion  and  Delivery 


Total.  ARS  165.647  169,643  169,599 


60,453 

60,453 

310 

310 

8,190 

8.190 

937 

937 

4.967 

2,484 

13,000 

14,000 

7,400 

8,825 

Cooperative  State  Research  Service:  "  - 

Hatch  Act  59,568 

Cooperative  Forestry  Research  277 

1890  Colleges  and  Tuskegee  University 7.970 

Animal  Health,  Sec.  1433  937 

Special  Research  Grants 4.442 

National  Research  Initiative  Competitive  Grants  (NRI) 10.142 

Sustainable  Agriculture 6,725 

Total,  CSRS 

Extension  Service: 

Smith-Lever  3b  &  c  

Smith-Lever  3d  (Pest  Management) 

Sustainable  Agriculture 

Total.  ES  

National  Agricultural  Library:  Alternative  Farming  System  

Economic  Research  Service:  Economic  Analysis  Research  i  

Total,  USDA  278.965  291,353  295,261 

'  These  funds  are  reimbursed  from  CSRS. 

CCC  NET  EXPENDITURES 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
Administration's  budget  estimates  for  CCC  net  expenditures  and 
the  actual  net  expenditures  for  fiscal  years  1985  through  1995. 

[The  information  follows:] 


90,061 

95,257 

95.199 

15,000 

8,200 

0 

15,000 
8,459 
2,963 

15,000 

10,459 

4,963 

23,200 

26,422 

30,422 

57 
(195) 

41 

(310) 

41 
(310) 
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Comparison  of  CCC  Estimated  and  Actual  Net  Expenditures 

First  Budget  Estimate  -  Second  Budget  Estimate 

ancf  Actual  -  Fiscal  Years  1985-1995 

(dollars  in  ttiousands) 


p-^-= 

FISCAL 
YEAR 

FIRST 
ESTIMATE 

SECOND 
ESTIMATE 

ACTUAL 

1985 

10.781,896 

15.031,085 

17,683.196 

1986 

10.522,393 

20,762,392    1/ 

25,841,203 

1987 

16,595,231    1/ 

25.262.437 

22,407,870 

1988 

20,963.493 

17,657.320 

12.460.860 

1989 

17,132,979 

13.843,012 

10,523,140 

1990 

11.578,670 

8.173,572 

6.471,364                      1 

1991 ' 

11,738,874 

10,843,666 

10.110.093                     1 

1992 

11,078,666 

11.966.057 

9,738,361 

1993 

11,710.392 

17,133,824 

16,046,596 

1994 

12,137,348 

12,118,394 



1995 

8,996,658 

... 

— 

1/  Excludes  reductions  of  $413,873,000  in  fiscal  year  1986  and  $409,253,000 
in  fiscal  year  1987  under  the  1986  sequester  order  in  accordance  with 
Gramm-Rudman-Holllngs  legislation. 

NOTE:  The  second  budget  estimate  is  developed  at  the  same  time  as  the  first 
budget  estimate  for  the  succeeding  fiscal  year  is  developed. 


77-965    0—94 3 
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CCC  INVENTORY 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  CCC 
inventory  by  commodity  as  of  December  31,  1993. 
[The  information  follows:] 

COMMODITY  CREDIT  CORPORATION— STATUS  OF  CCC  INVENTORY  AS  OF  DECEMBER  31,  1993 

[in  millions] 

Item                                                                              Quantity  Dollars 

Corn  (bushel) 54.3  $133.7 

Grain  sorghum  (bushel)  2.7  8.0 

Barley  (bushel)  5.4  10.2 

Oats  (bushel) 0.0  0.0 

Total  feed  grains  62.4  151.9 

Wheat  (bushel)  167.9  625.9 

Rice,  rough  (hundredweight) 0.1  0.6 

Soybeans  (bushel)  0.5  2.8 

Honey  (pound)  4.1  2.3 

Rye  (bushel)  0.0  0.0 

Upland  cotton  (bales)  0.0  4.0 

Extra  long  staple  cotton  (bales)  0  49.2 

Minor  oilseeds  (hundredweight) 0.0  0.0 

Dairy  products: 

Butter  (pound)  470.8  452.5 

Butter  oil  (pound) 93.3  88.7 

Cheese  (pound)  0  4  0.4 

Milk,  dried  (pound) 25.5  20.5 

Mozzarella  (pound)  0.1  0.2 

Total  dairy 590.1  562.3 

All  other  commodities  0.0 

Total  inventory  1,399.0 

Note — Amounts  reflect  CCC  Financial  Management  System  records  and  include  commodities  committed  to  sale  or  otherwise  obligated. 

INFORMATION  RESOURCES  MANAGEMENT 

Mr.  DURBIN.  What  does  the  Department  plan  to  spend  for  infor- 
mation resources  management  activities  in  fiscal  year  1995?  Please 

provide  a  table  for  the  record  listing  the  amounts,  by  agency,  sepa- 
rately identifying  the  amount  for  equipment  and  software  pur- 
chases. 

[The  information  follows:] 

REPORT  OF  OBLIGATIONS  FOR  INFORMATION  TECHNOLOGY  SYSTEMS  A-11  EXHIBIT  43A  AND  43B 

(MARCH  1994) 
[In  thousands  of  dollars] 


Agency 


Hardware 
purchases 


Software 
purchases 


Other  costs 


1995  esti- 
mate 


Alternative  Ag  Research  and  Commercialization  

Agricultural  Research  Service 

Cooperative  State  Research  Service  

Extension  Service  

National  Agricultural  Library 

Agricultural  Stabilization  and  Conservation  Service  ... 

Foreign  Agricultural  Service 

Office  of  International  Cooperation  and  Development 

Forest  Service  

Soil  Conservation  Service 


15 

3 

9 

27 

8,000 

30 

20,270 

28,300 

243 

0 

1,430 

1,673 

175 

223 

2,270 

2,668 

1,250 

170 

3,846 

5,266 

20,435 

2,659 

125,099 

148,193 

1,869 

500 

11,346 

13,715 

65 

84 

918 

1,067 

57,651 

8,730 

192,787 

259,168 

4,698 

2,208 

87,248 

94,154 
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REPORT  OF  OBLIGATIONS  FOR  INFORMATION  TECHNOLOGY  SYSTEMS  A-U  EXHIBIT  43A  AND  43B 

(MARCH  1994)— Continued 

[In  thousands  of  dollars] 

Acencv  Hardware  Software         other  costs        1995  esti- 

^^'""^  purchases         purchases        "">"  costs  jj,^,^ 

Farmers  Home  Administration/Rural  Development  Administration 

Rural  Electrification  Administration  

Federal  Crop  Insurance  Corporation  

Human  Nutrition  Information  Service 

Food  and  Nutrition  Service  

Animal  and  Plant  Health  Inspection  Service 

Food  Safety  Inspection  Service  

Agricultural  Marketing  Service 

Federal  Grain  Inspection  Service 

Agricultural  Cooperative  Service 

Packers  and  Stockyards  Administration  

Economic  Research  Service  

National  Agricultural  Statistics  Service 

World  Agricultural  Outlook  Board  

Office  of  the  Secretary 

Office  of  Budget  and  Program  Analysis 

Office  of  Administrative  Law  Judges 

Office  of  Operations 

Office  of  Advocacy  and  Enterprise  

Office  of  Finance  and  Management  

Office  of  Information  Resources  Management 

Office  of  Public  Affairs  

Office  of  Inspector  General 

Office  of  General  Counsel  

Infoshare  

Total  Obligations  


3,217 

0 

115,544 

118,761 

211 

134 

3,146 

3,491 

308 

358 

13,759 

14,425 

30 

30 

1,019 

1,079 

588 

304 

270,352 

271,244 

1,804 

670 

26,445 

28.919 

1,257 

553 

15,265 

17,075 

3,465 

150 

15,233 

18,848 

224 

15 

1,856 

2,095 

120 

20 

294 

434 

395 

91 

474 

960 

500 

275 

5,623 

6,398 

1,272 

1,570 

19,414 

22,256 

176 

59 

517 

752 

29 

6 

235 

270 

37 

30 

462 

529 

2 

4 

65 

71 

267 

100 

1,276 

1,643 

90 

0 

243 

333 

10,469 

206 

- 10,294 

381 

5,486 

1.256 

6,152 

12,894 

196 

0 

418 

614 

785 

276 

4,245 

5,306 

31 

16 

916 

963 

42,664 

8,697 

38,639 

90,000 

168,024 


29,427    976,521   1,173,972 


ECONOMIC  ASSUMPTIONS 

Mr.  DuRBiN.  Please  provide  for  the  record  the  major  economic  as- 
sumptions used  by  the  Administration  to  formulate  the  fiscal  year 
1995  budget. 

[The  information  follows:! 

TABLE  1-1.— ECONOMIC  ASSUMPTIONS! 
[Calendar  years;  dollar  amounts  in  billions] 


Actual 

Projections 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

Gross  Domestic  Product  (GDP): 

Levels,  dollar  amounts  in  billions: 

Current  dollars  6,038       6,371       6,736       7,118 

Constant  (1987)  dollars 4,966       5,126       5,284       5,433 

Implicit  price  deflator 
(1987=100),  annual  aver- 
age         121.1 

Percent  change,  fourth  quarter  over 
fourth  quarter: 

Current  dollars  6.7 

Constant  (1987)  dollars 3.9 

Implicit       price       deflator 

(1987=100)  2.8 

Percent  change,  year  over  yean 

Current  dollars  5.5 

Constant  (1987)  dollars 2.6 

Implicit  price  deflator 
(1987=100) 2.9  2.6  2.6  2.8 


7,522       7,950       8,400       8,870 
5,579       5,725       5,873       6,021 


124.3       127.5       131.0       134.8       138.9       143.0       147.3 


5.0 

5.8 

5.6 

5.7 

5.7 

5.7 

5.6 

2.3 

3.0 

2.7 

2.7 

2.6 

2.6 

2.5 

2.6 

2.7 

2.8 

2.9 

3.0 

3.0 

3.0 

5.5 

5.7 

5.7 

5.7 

5.7 

5.7 

5.6 

2.8 

3.1 

2.8 

2.7 

2.6 

2.6 

2.5 

29 


3.0 


3.0 


3.0 
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TABLE  1-1.— ECONOMIC  ASSUMPTIONS  i— Continued 
[Calendar  years;  dollar  amounts  in  billions] 


Actual 

Projections 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

Incomes,  billions  of  current  dollars: 

Personal  income  5,145       5,385       5,691       6,016       6,365       6,746       7,148       7,551 

Wages  and  salariesz  2,973       3,083       3,261       3,442       3,636       3,849       4,071       4,293 

Corporate  profits  before  tax  ...         395         447  508  531  555         573         595         631 

Consumer  Price  Index  (all  urban):  ^ 

Level  (1982-84=100),  annual  aver- 
age          140.3        144.5        148.6        153.3        158.3        163.6        169.2        174.9 

Percent  change,  fourth  quarter  over 

fourth  quarter  3.1  2.8  3.0  3.2  3.3  3.4  3.4  3.4 

Percent  change,  year  over  year 3.0  3.0  2.8  3.2  3  3  3.3  3.4  3.4 

Unemployment  rate,  civilian,  percent:* 

Fourth  quarter  level 7.3  6.7  6.4  6.0  5.8  5.6  5.5  5.5 

Annual  average  7.4  6.8  6.5  6.1  5.9  5.7  5.5  5.5 

Federal  pay  raises,  January,  percent  5 4.2  3.7     1.6  2.2  2.5  2.5  2.5 

Interest  rates,  percent: 

91-day  Treasury  bills 6  3.5  3.0  3.4  3.8  4.1  4.4  4.4  4.4 

10-year  Treasury  notes 7.0  5.9  5.8  5.8  5.8  5.8  5.8  5.8 

>  Based  on  information  available  as  ol  December  1993 

}Pre-healtli  care  reform  Reform  is  assumed  to  increase  wages  and  salaries  by  $23  billion  in  1997,  $35  billion  in  1998  and  $47  billion  in 
1999. 

3CPI  for  all  urban  consumers 

*Pre-1994  basis.  The  introduction  of  a  new  labor  force  questionnaire  m  January  1994  may  result  in  higtier  unemployment  rates  than  these 
shown  in  the  table. 

s|n  January  1994  there  was  a  2.2%  pay  raise  for  military  personnel 

'Average  rate  (bank  discount  basis)  on  new  issues  within  period 

Source.— The  Budget  ot  the  United  States  Government,  Fiscal  Year  1995 

EMPLOYMENT 

Mr.  DuRBiN.  Please  provide  for  the  record  a  table  showing  total 
USDA  staff-year  levels,  by  agency,  for  fiscal  years  1993,  1994,  and 
the  estimate  for  fiscal  year  1995. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE 

(Staff-years,  fiscal  years  1993,  1994,  and  1995] 


Agency 

Science  and  education: 

Agricultural  Research  Service 

Cooperative  State  Research  Service  

Extension  Service  

National  Agricultural  Library 

Alternative  Agriculture  Research  and  Commercialization  Center  

International  affairs  and  commodity  programs: 

Agricultural  Stabilization  and  Conservation  Service  

County  Offices  

Foreign  Agricultural  Service 

Natural  resources  and  environment: 

Forest  Service  

Soil  Conservation  Service 

Small  community  and  rural  development: 

Farmers  Home  Administration  and  Rural  Development  Administration 

Rural  Electrification  Administration  

Federal  Crop  Insurance  Corporation  

Food  and  consumer  services: 

Human  Nutrition  Information  Service  

Food  and  Nutrition  Service  

Marketing  and  inspection  services: 

Federal  Grain  Inspection  Service  

Animal  and  Plant  Health  Inspection  Service 


1993  actual        1994  estimate      1995  estimate 


7,945 

225 

201 

211 

3 

8,050 

235 

180 

209 

11 

7,900 

235 

170 

209 

11 

3,339 

(13,317) 

1,083 

3,264 

(13,438) 

1,103 

3,174 

(13,050) 

1,096 

42,798 
13,679 

40,170 
13,631 

39,564 
13,095 

12,216 
522 
800 

12.300 
517 
825 

12,150 
509 
825 

109 
1,921 

103 
1.921 

100 
1,915 

698 
6,389 

700 
6.470 

700 
6,400 
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U.S.  DEPARTMENT  OF  AGRICULTURE— Continued 
(Staff-years,  fiscal  years  1993,  1994,  and  1995] 


Agency 

Food  Safety  and  Inspection  Service 

Agricultural  Cooperative  Service 

Agricultural  Marketing  Service 

Packers  and  Stockyards  Administration  

Economics: 

Economic  Research  Service  

National  Agricultural  Statistics  Service 

World  Agricultural  Outlook  Board  

Administration: 

Office  of  ttie  Secretary 

Departmental  Admimstration  

Office  of  Budget  and  Program  Analysis 

Office  of  Public  Affairs  

Office  of  the  Inspector  General  

Office  of  the  General  Counsel  

Info  Share 

Total,  United  States  Department  of  Agriculture 


1993  actual 

1994  estimate 

1995  estimate 

9,787 

9,877 

10,042 

70 

69 

69 

4,285 

4,280 

4,253 

190 

190 

185 

795 

762 

731 

1,135 

1,135 

1,141 

30 

34 

34 

74 

103 

102 

2,487 

2,514 

2,463 

72 

74 

74 

137 

147 

141 

856 

850 

831 

403 

413 

412 

0 

13 

13 

112,458 


110,150 


108,544 


SES  BONUSES 

Mr.  DuRBlN.  Please  list,  by  agency,  the  amount  of  SES  bonuses 
paid  during  fiscal  years  1991,  1992  and  1993. 
[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE 
[SES  bonuses] 


Agency 


Amount — Fiscal  year- 


1991 


1992 


1993 


Office  of  the  Secretary 0  0  0 

Departmental  Administration 34,000  88,000  11,150 

Office  of  Public  Affairs  5,500  0  0 

Office  of  the  Inspector  General  22,000  28,000  10,730 

Office  of  Budget  and  Program  Analysis 23,000  33,000  5,785 

Office  of  the  General  Counsel  29,500  16,000  0 

Agricultural  Research  Service 116,000  150,000  61,185 

Cooperative  State  Research  Service  18,500  12,000  0 

Extension  Service  18,500  18,000  5,590 

National  Agricultural  Library 5,500  0  0 

National  Agricultural  Statistics  Service 20,500  16,000  10,730 

Economic  Analysis  Staff  7,500  0  5,785 

Economic  Research  Service  13,000  26,000  10,955 

World  Agricultural  Outlook  Board  13,000  14,000  0 

Foreign  Agricultural  Service  24,000  24,000  5,090 

Agricultural  Stabilization  and  Conservation  Service  37,000  30,000  10,235 

Federal  Crop  Insurance  Corporation  0  8,000  0 

Farmers  Home  Administration  15,000  6,000  0 

Rural  Development  Administration  0  8,000  5,365 

Rural  Electrification  Administration  0  0  4,870 

Soil  Conservation  Service 64,500  68,000  10,955 

Animal  and  Plant  Health  Inspection  Service 63,500  56,000  27,275 

Federal  Grain  Inspection  Service  10,000  8,000  5,785 

Agricultural  Marketing  Service 36,000  42,000  16,545 

Food  Safety  and  Inspection  Service 57,000  62,000  10,955 

Food  and  Nutrition  Service  31,500  44,000  15,825 

Forest  Service 161,500  156,000  48,685 

Total,  USDA 826,500  913,000  283,495 
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ACROSS-THE-BOARD  REDUCTIONS 

Mr.  DuRBlN.  In  developing  the  fiscal  year  1995  budget,  were  any 
across-the-board  reductions  applied  either  by  the  Department  or  by 
0MB? 

Mr.  Dewhurst.  No,  there  were  no  across-the-board  reductions 
applied  by  the  Department  or  OMB. 

mandatory  VERSUS  DISCRETIONARY 

Mr.  DuRBlN.  For  fiscal  year  1995  please  provide  a  table  separat- 
ing the  amounts  between  mandatory  and  discretionary. 
[The  information  follows:] 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

New  Budget  Authority  by  Appropriation,  Discretionary  and  Mandatory  Categories 

1993  Actual,  1994  Estimate  and  1995  Estimate 

(Dollars  in  Thousands) 


:    1993    :    1994    :  1995 
Agency  or  Item                            :   Actual   :  Estimate  :  Estimate 

DISCRETIONARY  APPROPRIATIONS: 

Office  of  the  Secretary 8,841  10,062  10,184 

Office  of  Budget  and  Program  Analysis 5,756  5,881  5,899 

Rental  Payments  and  Bui  Iding  Operations 75,633  135,149  138,803 

Advisory  Coimiittees 952  940  977 

Hazardous  Uaste  Management 16,000  15,802  26,000 

Departmental  Administration 25,798  26,301  118,307 

Office  of  Comnuni  cat  ions 9,393  8,570  8,360 

Office  of  the  Inspector  beneral 62,786  65,530  63,013 

Office  of  the  General  Counsel 24,554  25,992  26,173 

Economic  Research  Service 58,925  55,205  53,654 

National  Agricultural  Statistics  Service 81,050  81,859  89,500 

World  Agricultural  Outlook  Board 2,537  2,566  2,631 

Agricultural  Research  Service 660,667  683,901  701,218 

Buildings  and  Facilities 34,514  32,743  25,700 

Total,  ARS 695,181  716,644  726,918 

Cooperative  State  Research  Service 430,143  453,736  418,548 

Buildings  and  Facilities 52,101  56,874  0 

Total,  CSRS 482,244  510,610  418,548 

Extension  Service 428,428  434,582  432,441 

National  Agricultural  Library 17,715  18,155  19,620 

Animal  and  Plant  Health  Inspection  Service: 

Salaries  and  Expenses 443,478  452,036  436,399 

Buildings  and  Facilities 10,400  10,145  6,973 

Total,  APHIS 453,878  462,181  443,372 

Food  Safety  and  Inspection  Service 493,655  516,738  534,223 

Federal  Grain  Inspection  Service 11,397  11,532  11,325 

Agricultural  Marketing  Service: 

Marketing  Services 56,139  57,456  58,541 

Payments  to  States  and  Possessions 1,250  1,300  1,250 

Total,  AHS 57,389  58,756  59,791 

Packers  and  Stockyards  Adnini  strati  on 11,996  12,123  11,989 

Federal  Crop  Insurance  Corporation: 

Ackninistrative  and  Operating  Expenses 309,948  290,116  285,862 

Commodity  Credit  Corporation: 

Corimodity  Credit  Corporation  Loans  Program  Account 3,320  3,381  3,437 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 724,714  730,842  795,098 

Dairy  Indemnity  Program 5  0  0 

Agricultural  Conservation  Program 194,435  194,650  100,000 

Forestry  Incentives  Program 12,446  12,820  6,625 

Water  Bank  Program 18,620  8,000  8,000 

Emergency  Conservation  Program 64,367  0  3,000 

Colorado  River  Basin  Salinity  Control  Program 13,783  13,783  8,394 

Total,  ASCS 1,028,370  960,095  921,117 

Soil  Conservation  Service: 

Conservation  Operations 576,740  591,178  639,635 

River  Basin  Surveys  and  Investigations 13,251  13,482  11,000 

Watershed  Planning 9,545  10,921  7,400 

Watershed  and  Flood  Prevention  Operations 278,594  266,965  25,000 

Resource  Conservation  and  Development 32,516  32,945  26,157 

Great  Plains  Conservation  Program 25,271  25,658  10,937 

Total,  SCS 935,917  941,149  720,129 
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:    1993    :    1994  1995 

Agency  or  Iton                           :   Actual  Estimate  Estimate 

Farmers  Home  Adninistration: 

Salaries  and  Expenses 9,300  36,152  50,771 

Rural  Housing  Insurance  Fund  Program  Account 1,001,775  1,114,795  745,892 

Rental  Assistance  Grants 403,986  446,694  523,008 

Self -Help  Housing  Land  Development  Program  Account 43  34  25 

Agricultural  Credit  Insurance  Program  Account 433,660  475,111  421,692 

Agricultural  Resource  Conservation  Demonstration  0  0  0 

Guaranteed  Loan  Program  Account 3,644  3,599  3,086 

State  Mediation  Grants 3,000  3,000  0 

Very  Low  Income  Housing  Repair  Grants 27,500  25,000  25,000 

Rural  Housing  for  Domestic  Farm  Labor 43,500  11,000  11,000 

Mutual  and  Self -Help  Housing 12,750  12,750  12,750 

Supervisory  and  Technical  Assistance  Grants 2,500  2,500  2,500 

Rural  Housing  Voucher  Program 0  25,000  25,000 

Compensation  for  Construction  Defects 500  500  500 

Rural  Housing  Preservation  Grants 23,000  23,000  23,000 

Outreach  for  Socially  Disadvantaged  Fanners 0  3,000  5,000 

Total,  Fii*A 1,965,158  2,182,135  1,849,224 

Alternative  Agricultural  Research  and  Commercialization...  7,250  9,000  9,000 

Agricultural  Cooperative  Service 5,640  4,593  0 

Rural  Development  Actnini  strati  on: 

Rural  Development  Insurance  Fund  Program  Account 207,666  201,825  237,026 

Rural  Development  Loan  Fund  Program  Account 19,145  57,481  67,490 

Alcohol  Fuels  Credit  Guarantee  Program  Account 9,100  0  0 

Rural  Water  and  Waste  Disposal  Grants 425,000  500,000  525,000 

Rural  Caimunity  Fire  Protection  Grants 3,500  3,500  5,000 

Rural  Development  Grants 20,750  42,500  50,000 

Solid  Waste  Management  Grants 3,000  3,000  3,200 

Emergency  Connunity  Water  Assistance  Grants 30,000  10,000  0 

Rural  Teleconmunication  Partnership  Loan  Prog.  Acct.  ...  0  0  2,139 

Rural  Technology  and  Cooperative  Development  Grants 0  0  5,000 

Local  Technical  Assistance  and  Planning  Grants 0  0  5,000 

Salaries  and  Expenses 5,200  0  0 

Total,  RDA 723,361  818,306  899,855 

Rural  Electrification  Actninistration: 
Rural  Electrification  and  Telephone  Revolving  Fund 

Program  Account 225,820  115,488  48,694 

Rural  Telephone  Banic  Program  Account 8,667  11,912  8,853 

Economic  Development  Loans  Program  Account 3,423  3,423  3,077 

Distance  Learning  and  Medical  Link  Programs 5,000  10,000  5,000 

Salaries  and  Expenses 243  0  0 

Total,  REA 243,153  140,823  65,624 

Food  and  Nutrition  Service: 
Special  Si^iplenental  Feeding  Program  for  Women, 

Infants,  and  Children  (WIC) 2,860,000  3,210,000  3,563,588 

Coninodities  Supplemental  Food  Program 94,500  104,500  94,500 

Food  Donations  Programs  for  Selected  Groups 256,513  258,641  229,596 

Emergency  Food  Assistance  Program 165,000  120,000  40,000 

Food  Program  A<*iiinistration 103,535  107,767  106,983 

Total,  FNS 3,479,548  3,800,908  4,034,667 

Human  Nutrition  Information  Service 8,538  11,068  18,403 

Foreign  Agricultural  Service 110,023  118,027  122,426 

Office  of  General  General  Sales  Manager (8,866)  (9,158)  (9,219) 

Public  Law  480: 

Grants 1,188,874  1,147,580  967,258 

Debt  Restructuring 40,000  0  0 

P. L.  480  Progrwn  Account 344,506  349,425  278,182 

Total,  Public  Law  480 1,573,380  1,497,005  1,245,440 

Office  of  International  Cooperation  and  Development 7,247  0  0 

Total,  Discretionary  Appropriations,  Agriculture  Bill.   13,424,961   13,951,784   13,376,912 
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:    1993  :    1994  1995 

Agency  or  Item  :   Actual  Estimate  :  Estimate 

MANDATORY  APPROPRIATIONS: 

Federal  Crop  Insurance  Corporation: 

Federal  Crop  Insurance  Corporation  Fund 285,794  235,794  219,107 

Agricultural  Stabilization  and  Conservation  Service: 

Conservation  Reserve  Program 1,547,150  1,743,274  1,752,216 

Wetlands  Reserve  Program 0  66,675  240,900 

Comnodity  Credit  Corporation: 

Reimbursement  for  Net  Realized  Losses 10,650,000  18,000,000  15,500,000 

Food  and  Nutrition  Service: 

Child  Nutrition  Programs 2,536,098  2,727,022  2,238,533 

Transfer  from  Section  32 4,290,455  4,770,109  5,212,818 

Special  Milk  Program 14,898  20,277  18,089 

Food  Stamp  Program 27,064,357  27,045,655  27,687,710 

Nutrition  Assistance  for  Puerto  Rico 1,040,175  1,078,528  1,143,000 

Total,  Mandatory  Appropriations 47,428,927  55,687,334  54,012,373 

Total  Appropriations,  Agriculture  Bill 60,853,888  69,639,118  67,389,285 
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AGENCY-WIDE  TABLES 

Mr.  DURBIN.  At  this  point  in  the  record,  would  you  please  pro- 
vide budget  authority  table  for  USDA,  excluding  the  Forest  Service, 
for  fiscal  years  1993,  1994,  and  1995? 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE  1995  BUDGET— GROSS  OBLIGATIONS  (99.9) 

[In  thousands  of  dollars] 


Agency 


Fiscal  year — 


1993 


1994 


1995 


Office  of  the  Secretafy 9,335  11,494  11,590 

Gifts  and  Bequests  983  3,270  1,545 

Departmental  Administration 33,685  63,368  127,218 

Agricultural  Buildings  78,049  138,499  142,303 

Advisory  Committees 896  940  977 

Hazardous  Waste 17,757  17,522  26,000 

Working  Capital  Fund  182,886  207,538  210,350 

Office  of  Budget  and  Program  Analysis 5,453  5,881  5,899 

Office  of  Communications  9,650  9,314  9,139 

Office  of  the  Inspector  General  63,838  66,780  64,295 

Office  of  the  General  Counsel  27,380  28,358  28,362 

Economic  Research  Service  69,375  61,829  61,268 

National  Agricultural  Statistics  Service 92,832  91,102  98,740 

World  Agricultural  Outlook  Board  2,584  2,605  2,670 

Agricultural  Research  Service 731,159  739,387  774,718 

Cooperative  State  Research  Service  508,307  474,009  437,398 

Extension  Service  442,592  454,232  450,441 

National  Agricultural  Library 21,236  21,906  23,320 

Animal  and  Plant  Health  Inspection  Service 482,319  505,278  487,944 

Food  Safety  and  Inspection  Service 559,112  585,855  605,266 

Federal  Grain  Inspection  Service  41,592  54,316  54,109 

Agricultural  Marketing  Service 788,914  748,231  690,224 

Packers  and  Stockyards  Administration  11,935  12,123  12,168 

Soil  Conservation  Service 1,011,485  1,431,788  784,368 

Agricultural  Stabilization  and  Conservation  Service  2,792,860  3,081,509  3,056,390 

Commodity  Credit  Corporation 24,544,876  21,274,383  20,435,470 

Federal  Crop  Insurance  Corporation  1,405,875  1,528,815  1,898,905 

Farmers  Home  Administration  7,675,249  7,504,012  6,130,650 

Rural  Development  Administration  1,385,261  1,607,888  1,634,283 

Rural  Electrification  Administration  3,058,551  2,979,863  2,370,007 

Alternative  Agricultural  Research  and  Commercialization 9,773  10,255  9,775 

Foreign  Agricultural  Service 184,345  186,898  178,557 

P.L,  480  1,915,474  1,426,309  1,245,440 

Food  and  Nutrition  Service  35,136,265  36,506,129  38,311,907 

Human  Nutrition  Information  Service  8,952  11,914  18,478 

Subtotal,  Agricultural  Appropriations 83,310,835  81,853,600  80,400,174 

Forest  Service 3,452,827  3,390,074  3,420,178 

Total,  USDA  86,763,662  85,243,674  83,820,352 


PERSONNEL 

Mr.  DuRBiN.  What  adjustments  have  been  made  to  agency  per- 
sonnel ceilings  during  the  last  12  months? 
[The  information  follows:] 
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STAFF  YEAR  CEILINGS 


Agency 


1993  ceiling  (in 
1993  budget) 


1993  ceiling  (In 
1994  budget) 


Science  and  Education: 

Agricultural  Researcti  Service  

Cooperative  State  Research  Service  

Extension  Service 

National  Agricultural  Library 

International  Affairs  and  Commodity  Programs: 

Agricultural  Stabilization  and  Conservation  Service  

Foreign  Agricultural  Service  

Natural  Resources  and  Environment: 

Forest  Service  

Soil  Conservation  Service 

Small  Community  and  Rural  Development: 

Farmers  Home  Administration 

Rural  Electrification  Administration 

Federal  Crop  Insurance  Corporation  

Food  and  Consumer  Services: 

Food  and  Nutrition  Service 

Human  Nutrition  Information  Service  

Marketing  and  Inspection  Services: 

Federal  Grain  Inspection  Service  

Animal  and  Plant  Healtti  Inspection  Service 

Food  Safety  and  Inspection  Service 

Agricultural  Cooperative  Service  

Agricultural  Marketing  Service 

Packers  and  Stockyards  Administration  

Economics: 

Economic  Researcti  Service 

National  Agricultural  Statistics  Service 

World  Agricultural  Outlook  Board 

Administration: 

Office  of  the  Secretary 

Alternative  Agriculture  Research  and  Commercialization  Center 

Departmental  Administration  

Office  of  Budget  and  Program  Analysis 

Office  of  Public  Affairs  

Office  of  the  Inspector  General 

Office  of  the  General  Counsel 

Total,  USDA  


8,200 

8,150 

200 

230 

180 

180 

209 

209 

3,248 

3,349 

1,078 

1,106 

41,650 

41,155 

13,799 

13,782 

12,027 

12,848 

526 

523 

865 

865 

1,969 

1,979 

114 

110 

750 

750 

6,000 

6,530 

9,600 

9,722 

69 

69 

4,270 

4,273 

191 

191 

840 

793 

1,153 

1,155 

33 

35 

94 

97 

0 

7 

2,400 

2,528 

74 

76 

156 

156 

885 

850 

421 

420 

111,021 


112,145 


Mr.  DuRBlN.  Please  indicate,  by  agency,  how  much  of  the  "Other 
Services"  accounts  are  salaries  and  expenses  costs  because  of  credit 
reform. 

[The  information  follows:] 

CREDIT  ACCOUNTS  ADMINISTRATIVE  EXPENSES— INCLUDED  IN  OTHER  SERVICES  OBJECT  CLASS 

[In  thousands  of  dollars) 


Agency  Item 


Fiscal  year— 


1993 


1994 


1995 


Farmers  Home  Administration/Rural  Development  Administration: 
Salaries  and  Expenses  (funded  from  Program  Accounts): 

Farm  

Housing  

S-HHLDF 

Rural  Development 

RDU  

RTP  

Total,  FmHA/RDA 


215,712 
404,767 

261,158 

374,255 

14 

57,294 

1,476 

0 

211,488 

392,502 

14 

57,918 

57,327 
2,172 

1,503 

678,397 

694,197 

665,006 
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CREDIT  ACCOUNTS  ADMINISTRATIVE  EXPENSES— INCLUDED  IN  OTHER  SERVICES  OBJECT  CLASS— 

Continued 
[In  thousands  of  dollars] 


Agency  item 


Fiscal  year — 


1993 


1994 


1995 


Rural  Electrification  Administration: 

RETL  27,368  29,982  29,521 

RTB  8,233  8,794  8,818 

Total,  REA  35,601  38,776  38,339 


TRAVEL 

Mr.  DuRBlN.  Please  provide  for  the  record  a  table  showing  the 
travel  requests  for  each  agency  of  the  Department  to  fiscal  years 
1993,  1994,  and  1995. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE  1995  BUDGET— TRAVEL  AND  TRANSPORTATION  OF  PERSONS 

(21.0) 
[In  thousands  of  dollars] 


Agency 


Fiscal  year — 


1993 

1994 

1995 

309 

397 

408 

25 

0 

0 

473 

2.516 

1,971 

20 

25 

26 

254 

214 

216 

252 

0 

0 

1,325 

1.475 

1,429 

10 

12 

12 

111 

72 

72 

5,290 

5,750 

5,426 

253 

385 

367 

740 

926 

901 

1,538 

1,444 

1.374 

27 

42 

42 

11,635 

11.533 

12,334 

1.302 

1.406 

1,046 

917 

954 

950 

227 

235 

235 

16,224 

15,215 

15,994 

20,517 

20,954 

21,820 

1,218 

1.279 

1,232 

13,439 

14,938 

15,157 

683 

692 

675 

21,690 

25.449 

20,063 

5,550 

5,601 

5.468 

0 

0 

0 

2,022 

1.933 

2,852 

22,675 

32,529 

25.983 

1.620 

215 

0 

1,854 

1,965 

1.965 

93 

191 

190 

7,763 

7.955 

7,890 

0 

0 

0 

3.877 

4,393 

4,567 

56 

40 

45 

Office  of  the  Secretary 

Gifts  and  bequests  

Departmental  Administration 

Agricultural  Buildings  

Advisory  Committees 

Hazardous  waste  

Working  Capital  Fund  

Office  of  Budget  and  Program  Analysis 

Office  of  Communications  

Office  of  the  Inspector  General  

Office  of  the  General  Counsel  

Economic  Research  Service  

National  Agricultural  Statistics  Service 

World  Agricultural  Outlook  Board  

Agricultural  Research  Service 

Cooperative  State  Research  Service  

Extension  Service  

National  Agricultural  Library 

Animal  and  Plant  Health  Inspection  Service 

Food  Safety  And  Inspection  Service 

Federal  Grain  Inspection  Service  

Agricultural  Marketing  Service 

Packers  and  Stockyards  Administration  

Soil  Conservation  Service 

Agricultural  Stabilization  and  Conservation  Service  

Commodity  Credit  Corporation 

Federal  Crop  Insurance  Corporation  

Farmers  Home  Administration  

Rural  Development  Administration  

Rural  Electrification  Administration  

Alternative  Agncultural  Research  and  Commercialization 

Foreign  Agricultural  Service 

Public  Law  480  

Food  and  Nutrition  Service  

Human  Nutrition  Information  Service  

Subtotal,  Agricultural  Appropriations 


143.989 


160,735 


150,710 
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U.S.  DEPARTMENT  OF  AGRICULTURE  1995  BUDGET— TRAVEL  AND  TRANSPORTATION  OF  PERSONS 

(21.0)— Continued 

[In  thousands  of  dollars] 


Agency 

Fiscal  year— 

1993 

1994 

1995 

Forest  Service 

88  424 

75,421 
236,156 

76  330 

Total,  USDA 

232.413 

227,040 

OTHER  SERVICES 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
"Other  Services"  requests  for  each  agency  of  the  Department  for 
fiscal  years  1993,  1994,  and  1995. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE  1995  BUDGET— OTHER  SERVICES  (25.2) 

[In  thousands  of  dollars] 


Agency 


Fiscal  year— 


1993 


1994 


2,690,651 
648,468 


1995 


Office  of  the  Secretary 688 

Gifts  and  Bequests  654 

Departmental  Administration  3,871 

Agricultural  Buildings  21,629 

Advisory  Committees 61 

Hazardous  waste 10,849 

Working  Capital  Fund  46,273 

Office  of  Budget  and  Program  Analysis 245 

Office  of  Communications  999 

Office  of  the  Inspector  General  4,070 

Office  of  the  General  Counsel  533 

Economic  Research  Service 7,423 

National  Agricultural  Statistics  Service 24,972 

World  Agricultural  Outlook  Board  271 

Agricultural  Research  Service 0 

Cooperative  State  Research  Service  1,462 

Extension  Service  1,497 

National  Agricultural  Library 5,016 

Animal  and  Plant  Health  Inspection  Service 64,555 

Food  Safety  and  Inspection  Service 15,071 

Federal  Grain  Inspection  Service  1,744 

Agricultural  Marketing  Service 23,839 

Packers  and  Stockyards  Administration  545 

Soil  Conservation  Service 221,397 

Agricultural  Stabilization  and  Conservation  Service 28,597 

Commodity  Credit  Corporation 1,339,328 

Federal  Crop  Insurance  Corporation  299,395 

Farmers  Home  Administration  703.350 

Rural  Development  Administration  98,479 

Rural  Electrification  Admimstration  39,311 

Alternative  Agricultural  Research  and  Commercialization 0 

Foreign  Agricultural  Service 84,983 

Public  Law  480  -49,093 

Food  and  Nutrition  Service  6,560 

Human  Nutrition  Information  Service 555 

Subtotal,  Agricultural  Appropriations 3,009,129 

Forest  Service 721,711 

Total,  USDA 3,730,840 


576 

616 

45 

45 

16,727 

30,447 

22.109 

24,373 

94 

115 

17,522 

26,000 

53.296 

58,498 

260 

252 

354 

350 

4,511 

3,7% 

598 

529 

3,300 

4,290 

23,357 

26,716 

259 

300 

-14,142 

0 

1,462 

1,447 

1,557 

1,489 

4,715 

4,700 

69,553 

81,056 

22,253 

24,268 

8,419 

8,417 

29,367 

30,838 

548 

574 

516,724 

98,612 

26,051 

74.851 

550,757 

182,391 

291,656 

237,779 

798,092 

756,177 

101,967 

96,323 

40,679 

40,057 

200 

200 

86,070 

76,656 

2,536 

2,578 

8,333 

7,404 

846 

75 

1.902,219 
657,119 


3,339,119        2,559,338 
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SUPPLIES  AND  MATERIALS 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
"Supplies  and  Materials"  requests  for  each  agency  of  the  Depart- 
ment for  fiscal  years  1993,  1994,  and  1995. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE  1995  BUDGET— SUPPLIES  AND  MATERIALS  (26.0) 

[In  thousands  of  dollars] 


Agency 


Fiscal  year — 


1993 


1994 


1995 


Office  of  the  Secretary 116  209  228 

Gifts  and  Bequests  107  0  0 

Departmental  Administration 526  476  479 

Agricultural  Buildings  585  633  625 

Advisory  Committees 5  16  17 

Hazardous  Waste 68  0  0 

Working  Capital  Fund  6,722  7,736  7,110 

Office  of  Budget  and  Program  Analysis 109  83  82 

Office  of  Communications  177  151  151 

Office  of  the  Inspector  General  785  705  678 

Office  of  the  General  Counsel  530  398  387 

Economic  Research  Service  869  657  634 

National  Agricultural  Statistics  Service 1,192  1,041  1,790 

World  Agricultural  Outlook  Board  60  57  59 

Agricultural  Research  Service 53,173  54,282  57,953 

Cooperative  State  Research  Service  261  261  214 

Extension  Service  336  348  340 

f<ational  Agricultural  Library 2,212  1,302  1,310 

Animal  and  Plant  Health  Inspection  Service 25,886  28,901  28,802 

Food  Safety  and  Inspection  Service 4,100  4,556  6,095 

Federal  Grain  Inspection  Service  955  1,085  1,084 

Agricultural  Marketing  Service 509,977  449,012  385,310 

Packers  and  Stockyards  Administration  198  198  187 

Soil  Conservation  Service 18,372  25,895  15,914 

Agricultural  Stabilization  and  Conservation  Service  5,021  5,509  5,928 

Commodity  Credit  Corporation 2,378,534  2,639,862  2,251,771 

Federal  Crop  Insurance  Corporation  2,369  695  695 

Farmers  Home  Administration  5,090  5,983  6,411 

Rural  Development  Administration  350  80  0 

Rural  Electrification  Administration  458  681  658 

Alternative  Agricultural  Research  &  Commercialization  9  4  6 

Foreign  Agricultural  Service 1,607  1,426  1,485 

Public  Law  480  0  0  0 

Food  and  Nutrition  Service  544,817  465,383  426,088 

Human  Nutrition  Information  Service  152  75  75 

Subtotal,  Agricultural  Appropriations 3,565,729  3,697,700  3,202,566 

Forest  Service 175,669  160,488  163,628 

Total,  USDA 3,741,398  3,858,188  3,366,194 


EQUIPMElSfT 

Mr.  DURBIN.  Please  provide  a  table  for  the  "Equipment"  account 
for  each  agency  of  the  Department  for  fiscal  years  1993,  1994,  and 
1995. 

[The  information  follows:] 
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U.S.  DEPARTMENT  OF  AGRICULTURE  1995  BUDGET— EQUIPMENT  (31.0) 

[In  thousands  of  dollars] 


Agency 


Fiscal  year- 


1993 


1994 


217,971 
125,254 


343,225 


1995 


Oflice  of  ttie  Secretar7 276 

Gifts  and  Bequests  30 

Departmental  Administration 844 

Agricultural  Buildings  655 

Advisory  Committees 12 

Hazardous  Waste 148 

Working  Capital  Fund 13,194 

Office  of  Budget  and  Program  Analysis 140 

Office  of  Communications  207 

Office  of  ttie  Inspector  General  815 

Office  of  the  General  Counsel  550 

Economic  Research  Service  1,093 

National  .Agricultural  Statistics  Service 3,495 

World  Agricultural  Statistics  Service  89 

Agricultural  Research  Service 34,506 

Cooperative  State  Research  Service  306 

Extension  Service  319 

National  Agricultural  Library 1,009 

Animal  and  Plant  Health  Inspection  Service 11,422 

Food  Safety  and  Inspection  Service 2,790 

Federal  Grain  Inspection  Service  1,354 

Agricultural  Marketing  Service 7,660 

Packers  and  Stockyards  Administration  391 

Soil  Conservation  Service 37,327 

Agricultural  Stabilization  and  Conservation  Service  582 

Commodity  Credit  Corporation 31,740 

Federal  Crop  Insurance  Corporation  6,603 

Farmers  Home  Administration  16,872 

Rural  Development  Administration  450 

Rural  Electrification  Administration  1,003 

Alternative  Agricultural  Research  and  Commercialization 23 

Foreign  Agricultural  Service 1,221 

Public  Law  480  0 

Food  and  Nutrition  Service  1,875 

Human  Nutrition  Information  Service  112 

Subtotal,  Agricultural  Appropriations 179,113 

Forest  Service  133,949 

Total,  USDA  313,062 

Mr.  DURBIN.  Please  provide  a  table  that  reflects  the  amount  obli- 
gated in  the  last  month  of  the  fiscal  year,  by  agency,  and  the  per- 
cent of  total  that  represents. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE— FISCAL  YEAR  1993  EQUIPMENT  OBLIGATIONS 

[In  thousands  of  dollars] 


100 

34 

0 

0 

11,426 

27,167 

424 

420 

1 

1 

0 

0 

21,797 

22,113 

37 

39 

13 

209 

700 

700 

72 

46 

769 

748 

1,256 

1,525 

65 

65 

35,698 

39,308 

306 

247 

332 

330 

2,963 

2,990 

28,707 

27,565 

3,868 

4,382 

632 

630 

5,940 

6,061 

285 

209 

51,057 

31,908 

796 

23,868 

34,920 

0 

400 

400 

11,915 

7,526 

100 

0 

807 

732 

15 

25 

806 

832 

0 

0 

1,684 

1,728 

80 

80 

201,888 
129,797 


331,685 


Agency 


September  obli- 
gations 


Total  obligations       Percent  of  total 


Office  of  the  Secretary 

Agricultural  Research  and  Commercialization  Center 

Department  Administration  

Office  of  Budget  and  Program  Analysis 

Office  of  Communications  

Office  of  the  Inspector  General  

Office  of  the  General  Counsel  

Economic  Research  Service  

National  Agricultural  Statistics  Service 


$148 

$14,315 

1 

23 

23 

100 

591 

844 

70 

2 

140 

1 

15 

207 

7 

565- 

815 

69 

368  . 

550 

67 

595 

1,093 

54 

1,038 

3,495 

30 
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U.S.  DEPARTMENT  OF  AGRICULTURE- 


-FISCAL  YEAR  1993  EQUIPMENT  OBLIGATIONS— Continued 

[In  thousands  of  dollars] 


Agency  ^'"'gations"'"'        Total  obligations       Percent  of  total 

World  Agricultural  Outlook  Board  49  89  55 

Agricultural  Research  Service 12.829  34,506  37 

Cooperative  State  Research  Service  27  306  9 

Extension  Service  81  319  25 

National  Agricultural  Library 406  1,009  40 

Animal  and  Plant  Health  Inspection  Service 2,152  11,422  19 

Food  Safety  and  Inspection  Service 2,489  2,790  89 

Federal  Grain  Inspection  Service  459  1,354  34 

Agricultural  Cooperative  Service 17  81  21 

Agricultural  Marketing  Service 2,563  7,660  33 

Packers  and  Stockyards  Administration  190  391  49 

Soil  Conservation  Service 12,390  37,327  33 

Agricultural  Stabilization  and  Conservation  Service  49  582  • : .  8 

Commodity  Credit  Corporation 22,189  31,740  70 

Foreign  Agricultural  Service 362  760  48 

Office  of  International  Cooperation  and  Development  109  461  24 

Farmers  Home  Administration  14,049  17,241  81 

Rural  Electrification  Administration  851  1,003  85 

Federal  Crop  Insurance  Corporation  5,405  6,603  82 

Food  and  Nutrition  Service  1,120  1,875  60 

Human  Nutrition  Information  Service  40  112  36 

Subtotal,  Agriculture  Appropriations  81,171  179,113  45 

Forest  Service (')  133,949  0 

Total,  USDA  81,171  313,062  26 

■  September  obligations  are  not  available. 

1890  LAND-GRANT  INSTITUTIONS 

Mr.  DuRBlN.  Would  you  please  provide  for  the  record  a  table 
showing  all  funds  available  to  the  1890  land-grant  institutions  for 
fiscal  years  1993,  1994,  and  1995? 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE  PROGRAMS  TO  SUPPORT  1890  INSTITUTIONS,  BY  AGENCY 

AND  PROGRAM 

[In  millions  of  dollars] 


Agency  Program 


1993 
actual 


1994 
enacted 


1995 
budget 


Cooperative  State  Research  Service  

Evans-Allen  formula 

Capacity  building 

Other  

Extension  Service  

Extension  formula  

Facility  grants  

Other  

Agricultural  Research  Service 

Forest  Service 

Soil  Conservation  Service 

Farmers  Home  Administration  

Other  agencies  

Total,  Department  of  Agriculture 

1994  CENTERS  OF  EXCELLENCE 

Tennessee  St.:  Horticulture — ARS  

Alabama  A&M;  Forestry — FS  


41.3 

42.7 

40.8 

27.4 

28.2 

28.2 

10.3 

10.6 

10.6 

3.7 

4.0 

2.1 

34.7 

35.3 

35.3 

24.7 

25.5 

25.5 

8.0 

7.9 

7.9 

1.9 

1.9 

1.9 

0.8 

1.4 

1.7 

3.7 

4,3 

4.3 

2.6 

2.5 

3.2 

6.9 

4.8 

5.3 

2.7 

3.1 

4.9 

92.6 


0.0 
0.0 


94.2 


0.5 
2.1 


95.1 


0.5 
2.6 
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U.S.  DEPARTMENT  OF  AGRICULTURE  PROGRAMS  TO  SUPPORT  1890  INSTITUTIONS,  BY  AGENCY 

AND  PROGRAM— Continued 
[In  millions  of  dollars] 

,„„^p„„„„  1993  1994  1995 

Agency  Program  ,j,„3,  ^^3^,^^  ^^^^^^ 

UAPB:  Aquaculture— ARS 0.0  0.1  0.1 

1995  CENTERS  OF  EXCELLENCE 

UAPB:  Regulatory  Science— APHIS  0.0  0.0  0.2 

UMES:  Food  Safety— 

ARS  0.0  0.0  0.3 

FSIS  0.0  0  0  0.3 

APHIS 0.0  0.0  0.3 

Lincoln:  Wiidlife/GIS— 

APHIS 0.0  0.0  0.2 

SCS .' 0.0  0.0  0.1 

FS  0.0  0.0  0.2 

Prairie  View:  Worid  Food  Distribution— AMS 0.0  0.0  1.2 

Total,  Centers  of  Excellence  0.0  2.7  6.0 

Mr.  DURBIN.  For  fiscal  year  1995,  would  you  please  provide  for 
the  record  a  table  showing  the  amount  requested  for  the  1890  land- 
grant  institutions  by  the  requesting  agency,  the  amount  of  the  Sec- 
retary requested  on  0MB,  and  the  0MB  allowance? 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE  PROGRAMS  TO  SUPPORT  1890  INSTITUTIONS,  BY  AGENCY 

AND  PROGRAM 

[In  millions  of  dollars] 

i«.n~„mn,„„  '995  1995  1995 

Agency  program  ^^^^5,  department  budget 

Cooperative  State  Research  Service  43.7  40.8  40.8 

Evans-Allen  formula 28.9  28.2  28.2 

Capacity  building 11.8  10.6  10.6 

Other 3.0  2.1  2.1 

Extension  Service  42.6  35.4  35.3 

Extension  formula  32.7  25.5  25.5 

Facility  grants  7.9  7.9  7.9 

Other 2.0  2.0  1.9 

Agricultural  Research  Service 4.8  1.7  1.7 

Forest  Service 5.2  4.3  4.3 

Soil  Conservation  Service 3.7  3.2  3.2 

Farmers  Home  Administration  5.6  5.7  5.3 

Other  agencies  6.0  5.3  4.9 

Total,  Department  of  Agriculture 111.5  96.3  95.4 

PASSENGER  MOTOR  VEHICLES 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
number  of  vehicles  owned  by  the  Department  of  Agriculture,  by 
Agency,  for  fiscal  year  1993,  1994,  and  1995. 

[The  information  follows:] 

USDA-OWNED  PASSENGER  MOTOR  VEHICLES 


Agency 

Office  of  Inspector  General  

Agricultural  Research  Service 

National  Agricultural  Statistics  Service 


1993 


1994 


1995 


2 

2 

2 

462 

462 

462 

6 

7 

8 
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USDA-OWNED  PASSENGER  MOTOR  VEHICLES— Continued 


Agency  1993  1994  1995 


Foreign  Agricultural  Service 30  30  30 

Farmers  Home  Administration  3  3  3 

Soil  Conservation  Service 1,800  1,979  1,979 

Animal  and  Plant  Health  Inspection  Service 679  679  679 

Agricultural  Marketing  Service 63  66  72 

Food  Safety  and  Inspection  Service 1  1  1 

Total,  USDA  (Excluding  Forest  Service)  3,046         3,229         3,236 

Forest  Service 677  695  703 

Total,  USDA  3,723         3,924         3,939 

Mr.  DURBIN.  During  1993,  did  USDA  purchase  any  motor  vehi- 
cles of  foreign  manufacture,  and  if  so,  how  many  were  purchased? 

Mr.  Dewhurst.  No,  USDA  did  not  purchase  any  foreign  manu- 
factured passenger  motor  vehicles  in  1993. 

Mr.  DURBIN.  Does  the  Department  lease  any  vehicles? 

Mr.  Dewhurst.  The  Department  of  Agriculture  leased  2,674  pas- 
senger motor  vehicles  from  the  General  Services  Administration, 
and  136  passenger  motor  vehicles  from  commercial  vendors. 

AIRCRAFT  ■'"  ' 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  showing  the 
number  of  aircraft  owned  or  leased  by  the  Department  of  Agri- 
culture, by  agency,  for  fiscal  years  1993,  1994,  and  1995. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE  STATEMENT  OF  OWNED  AND  OPERATED  AIRCRAFT 


Agency 


Fiscal  year — 


Agricultural  Research  Service 

Animal  and  Plant  Health  Inspection  Service 

Total  

Forest  Service 

Total  77  74  74 


1993 

1994 

1995 

8 
23 

7 
23 

7 
23 

31 
46 

30 
44 

30 
44 

CONGRESSIONAL  LIAISON 


Mr.  DuRBIN.  Please  provide  for  the  record  the  number  of  people 
in  each  agency  of  the  Department  assigned  to  congressional  liaison 
for  fiscal  years  1993,  1994,  and  1995. 

[The  information  follows:] 
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USDA  CONGRESSIONAL  LIAISON 
(Dollars  in  Thousands) 


AGENCY 


1993 
Employment   Staff  Years 


1994 
Employment   Staff  Years 


1995 
Employment   Staff  Years 


OSec: 

Professional 
Clerical 
Budget  Auth. 

9 
3 

9 

3 
$1,130 

12 
3 

12 
3 

$1,325 

12 

3 

12 

3 

$1,337 

01 G: 

Professional 
Clerical 
Budget  Auth. 

5 
1 

1 

0 

$52 

6 
0 

1 

0 

'  ;  $54 

6 
0 

4 

1 

0 

$54 

t  ',  "<:■•■- 

ARS: 

Professional 
Clerical 
Budget  Auth. 

2 
1 

2.0 
1.0 

$152 

2 

1 

2.0 

1.0 
$169 

2 

1 

2.0 

1.0 

$172 

CSRS: 

Professional 
Clerical 
Budget  Auth. 

2 
0 

1.3 

0 

$89 

2 
0 

1.3 

0 

$92 

2 
0 

1.3 

0 

$94 

ES: 

Professional 
Clerical 
Budget  Auth. 

1 
0 

1 

0 

$86 

1 
0 

1 

0 

$89 

1 
0  ' 

T 

0 

$91 

FAS: 
Professional 
Clerical 
Budget  Auth. 

2 

1 

2 

1 
$171 

2 
1 

2 

1 

$177 

2 

1 

2 

1 

$184 

01  CD: 

Professional 
Clerical 
Budget  Auth. 

1 
0 

0.1 

0 

$5 

1 
0 

0.1 

0 

$41 

1 
0 

0.1 

0 

$41 

ASCS: 
Professional 
Clerical 
Budget  Auth. 

2 

1 

2 

1 

$182 

2 

1 

1 

$194 

■2  ■-- 
1 

2 

1 
$204 

FCIC: 
Professional 
Clerical 
Budget  Auth. 

2 
1 

1 
0.5 
$70 

6 

1 

4 

0.5 

$198 

6 

1 

4 

0.5 
$202 

RE  A: 

Professional 
Clerical 
Budget  Auth. 

2 

1 

0.7 
0.5 
$47 

2 

1 

0.9 
0.3 
$60 

2 

1 

1.0 
0.5 
$75 

FmHA/RDA: 
Professional 
Clerical 
Budget  Auth. 

5 
3 

4.6 

2 

$414 

5 
3 

4 

1.8 

$387 

5 
3 

4 

1.8 

$387 

SCS: 

Professional 
Clerical 
Budget  Auth. 

1 

1 

1 

1 

$101 

4 
1 

2.5 

1 

$188 

4 
1 

4 

1 
$273 
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USDA  CONGRESSIONAL  LIAISON 
(Dollars  in  Thousands) 


page  2 


AGENCY 


I         1993  I 

lEmployment   Staff  Years] 


199A  I 

Employment   Staff  Years] 


1995 
Employment   Staff  Years 


APHIS: 

Professional 
Clerical 
Budget  Auth. 

4 

1 

2.5 

0.1 

$215 

4 

1 

2.5 

0.1 

$215 

4 
1 

2.5 

0.1 
$215 

FGIS: 
Professional 
Clerical 
Budget  Auth. 

5 

1 

0.5 
0.1 
SAO 

5 

1 

0.5 
0.1 
$42 

5 
1 

0.5 
0.1 
$43 

AMS: 

Professional 
Clerical 
Budget  Auth. 

2 

1 

2 

1 
$231 

2 

1 

2 

1 

$243 

2 
1 

2 

1 

$256 

FSIS: 
Professional  , 
Clerical 
Budget  Auth. 

3 
2 

3 

2 

$188 

5 
2 

5 

2 
$313 

5 
2 

5 

2 

$318 

FNS: 
Professional 
Clerical 
Budget  Auth. 

4 
2 

4 

2 
$340 

4 
2 

4 

2 

S350 

4 
2 

4 

2 

$360 

HNIS: 

Professional 
Clerical 
Budget  Auth. 

1 

2 

0.5 

1 

$55 

1 
2 

0.5 

1 

$56 

1 
2 

0.5 

1 

$57 

TOTAL: 

Professional 
Clerical 
Budget  Auth. 

53 
22 

38.2 

16.2 

$3,568 

66 

21 

47.3 

15.8 

$4,193 

66 
21 

48.9 

16 

$4,363 
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PUBLIC  AFFAIRS 


Mr.  DURBIN.  Please  provide  for  the  record  the  number  of  people 
in  each  agency  of  the  Department  assigned  to  public  affairs  for  fis- 
cal years  1993,  1994,  and  1995. 

[The  information  follows:] 
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USDA  PUBLIC  AFFAIRS  ACTIVITIES 
(Dollars  in  Thousands) 


AGENCY 

1993 
Employment   Staff 

Years 

1994 
Employment   Staff 

Years 

1995 
Employment   Staff 

Years 

Off.  of  Conmunicat ions: 
Professional         93 
Clerical            22 
Budget  Auth.      $8,682 

87 
18 

92 

25 
$8,570 

92 
25 

86 

25 

$8,360 

86 
25 

ARS: 

Professional 
Clerical 
Budget  Auth. 

44 

8 

$2,823 

43.8 
8 

44 

8 

$2,884 

43.8 
8 

43 

8 

$2,834 

42.8 
8 

CSRS: 

Professional 
Clerical 
Budget  Auth. 

2 

1 
$108 

1.7 
0.9 

2 

1 

$137 

2 
1 

2 

1 

$139 

2 
1 

Extension  Ser. 
Professional 
Clerical 
Budget  Auth. 

7 
2 

$455 

7 
2 

7 

2 

$465 

7 
2 

7 

2 

$465 

7 
2 

NAL: 

Professional 
Clerical 
Budget  Auth. 

2 

1 
$169 

2 

1 

2 

1 
$176 

2 

1 

2 

1 
$176 

2 

1 

FAS: 
Professional 
Clerical 
Budget  Auth. 

15 

2 

$1,020 

15 
2 

14 

2 

$1,040 

14 
2 

14 

2 

$1,088 

14 
2 

OICD: 

Professional 
Clerical 
Budget  Auth. 

1 

0 

$65 

1 
0.3 

1 
0 

$60 

1 
0 

1 

0 

$60 

1 
0 

ASCS: 

Professional 
Clerical 
Budget  Auth. 

14 

6 
$1,312 

14 
6 

14 

6 

$1,402 

14 
6 

14 

6 

$1,402 

14 
6 

FCIC: 
Professional 
Clerical 
Budget  Auth. 

Z 

1 

$70 

1 
0.5 

6 

1 
$198 

4 
0.5 

6 

1 
$202 

4 

0.5 

REA: 

Professional 
Clerical 
Budget  Auth. 

3 

1 
$120 

2.2 
0.5 

3 

1 
$138 

2.4 
0.3 

3 

1 

$154 

2.5 

0.5 

FmHA/RDA:   1/ 
Professional 
Clerical 
Budget  Auth. 

4 

1 

$280 

4 

0.5 

8 

5 
$710 

7 
4.7 

8 

5 
$742 

7 
4.7 

SCS: 

Professional 
Clerical 
Budget  Auth. 

125 

26 

$7,400 

125 
26 

120 

25 

$7,400 

120 
25 

115 

24 

$7,300 

115 
24 

APHIS: 

Professional 
Clerical 
Budget  Auth. 

18 
2 

$1,166 

18 
2 

17 

2 
$1,125 

17 
2 

16 

2 

$1,084 

16 
2 
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USDA  PUBLIC  AFFAIRS  ACTIVITIES 
(Dollars  in  Thousands) 


page  2 


AGENCY 

1993 

Employment   Staff 

Years 

1994 
Employment   Staff 

Years 

1995 
Employment   Staff 

Years 

FGIS: 
Professional 
Clerical 
Budget  Auth. 

1 

0 

(42 

0.8 
0 

1.0 

0 

$50 

0.8 
0 

1.0 

0 

$52 

0.8 

0 

AMS: 

Professional 
Clerical 
Budget  Auth. 

5 

1 
$342 

5 
1 

5 

1 

$406 

5 
1 

5 

1 

$467 

5 
1 

FSIS: 
Professional 
Clerical 
Budget  Auth. 

55 

9 

$3,300 

46.6 
8.6 

56 

9 

$3,300 

47 
8.6 

56 

9 

$3,500 

47 
8.6 

PSA: 

Professional 
Clerical 
Budget  Auth. 

2 

0 
$62 

1.6 

0 

2 

0 
$65 

1.6 
0 

2 

0 

$66 

1.6 
0 

ACS:  /I 

Professional 
Clerical 
Budget  Auth. 

4 

4 
$447 

4 
4 

0 

0 
$0 

0 

0 

0 

0 
$0 

0 

0 

FNS: 
Professional 
Clerical 
Budget  Auth. 

35 

10 
$2,550 

34 

19 

35 

11 
$2,600 

34 
11 

35 

11 
$2,700 

34 
11 

HNIS: 

Professional 
Clerical 
Budget  Auth. 

9 
3 

$544 

9 

3 

10 

3 

$565 

10 

3 

10 

3 

$574 

10 
3 

EMS   /2: 
Professional 
Clerical 
Budget  Auth. 

36 
8 

$2,450 

34.9 
8 

31 

7 

$2,272 

31.4 
6.8 

31 

7 

$2,272 

31 

7 

WAOB: 

Professional 
Clerical 
Budget  Auth. 

1 

0 

$62 

1 
0 

1 
0 

$64 

1 
0 

1 

0 

$65 

1 
0 

FS: 

Professional 
Clerical 
Budget  Auth. 

359 
235 

$21,201 

359 
235 

346 

220 

$20,580 

346 
220 

339 

210 
$20,026 

339 

210 

TOTAL: 

Professional 
Clerical 
Budget  Auth. 

837 
343 

$54,670 

818 
346 

817 

330 

$54,207 

803 
328 

797 

319 

$53,728 

783 
317 

/I  Transferred  to  ROA  in  FY  1994. 

/2  Supports  ERS,  NASS,  OE,  GAS,  and  EAS. 
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TRAINING  COSTS 

Mr.  DURBIN.  Please  provide  for  the  record  the  training  budget  for 
each  agency  or  office  of  the  Department  for  fiscal  years  1993,  1994, 
and  1995. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE— TRAINING  COSTS  (OBLIGATIONS) 

[In  thousands  of  dollars] 


Agency 


Fiscal  year — 


1993 


1994 


41,445 
19.000 


1995 


Office  of  the  Secretary 5 

Agricultural  Research  and  Cornmercialization  Center 0 

Departmental  Administration  258 

Office  of  Budget  and  Program  Analysis  58 

Office  of  Communications  37 

Office  of  the  Inspector  General  268 

Office  of  the  General  Counsel  49 

Economic  Research  Service  502 

National  Agricultural  Statistics  Service 576 

World  Agricultural  Outlook  Board  13 

Agricultural  Research  Service 1.930 

Cooperative  State  Research  Service  64 

Extension  Service  114 

National  Agricultural  Library 58 

Animal  and  Plant  Health  Inspection  Service 1,550 

Food  Safety  and  Inspection  Service 6,976 

Federal  Grain  Inspection  Service  254 

Agricultural  Cooperative  Service 52 

Agricultural  Mariieting  Service 535 

Packers  and  Stockyards  Administration  40 

Soil  Conservation  Service 7,240 

Agricultural  Stabilization  and  Conservation  Service  1,312 

Foreign  Agricultural  Service 865 

Office  of  International  Cooperation  and  Development  35 

Farmers  Home  Administration  and  Rural  Development  Administration  14,872 

Rural  Electrification  Administration  172 

Federal  Crop  Insurance  Corporation  512 

Food  and  Nutrition  Service  451 

Human  Nutrition  Information  Service  36 

Subtotal,  Agriculture  Appropriations  38,834 

Forest  Service 17,000 

Total,  USDA 55,834 


5 

5 

4 

5 

249 

4,915 

25 

25 

25 

25 

275 

275 

62 

62 

490 

480 

600 

508 

15 

15 

1,976 

2,058 

59 

54 

114 

114 

57 

56 

1,504 

1,458 

6,777 

7,042 

400 

400 

40 

40 

553 

563 

42 

44 

7,280 

5,500 

1,307 

1,267 

890 

928 

35 

35 

17,661 

15,500 

150 

150 

517 

518 

331 

331 

2 

10 

42,483 
21,000 


60,445        63,483 


EMPLOYEE  RETREATS 


Mr,  DURBIN.  During  the  past  12  months,  have  any  "retreats" 
been  held  for  agency  employees?  For  the  record,  please  indicate 
where  each  was  held,  what  type  of  staff  attended,  and  what  was 
the  total  cost. 

[The  information  follows:] 


U.S.  DEPARTMENT  OF  AGRICULTURE- 

[Fiscal  year  1993) 


-RETREATS 


Agency  and  location 


Budget 


Stati  attendance 


Office  of  the  Secretary; 

Annapolis,  MD 

Departmental  Administration: 

Solomons  Island,  MD  .... 


5,000    Senior  staff  officials  within  the  Office  of  the  Secretary. 
1,000    36  employees  of  the  Office  of  Operations. 
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U.S.  DEPARTMENT  OF  AGRICULTURE— RETREATS— Continued 

[Fiscal  year  1993) 


Agenqr  and  location  Budget                                    Statt  attendance 

Shrine  Mont,  VA 10,000  8  employees  of  the  Office  of  Operations. 

Orkney  Springs,  VA 1,000  21  employees  of  the  Office  of  Operations. 

National  Agricultural  Library: 

College  Park,  MD  700  30  managers. 

Food  and  Nutrition  Service: 

St.  Joseph,  Ml  6,600  12  directors  attended  tvw  retreats  on  tvw  different  oc- 
casions. 

Helen,  GA 7,500  28  clerical  employees. 

Ft.  Gaines,  GA 3,400  12  senior  executive  service  employees. 

Arlington,  VA 300  30  managers. 

Human  Nutrition  Information  Service: 

Annapolis,  MD 750  1  senior  level  employee  attended  a  USOA  Departmental 

meeting  on  equal  opportunity. 
Foreign  Agricultural  Service: 

Baltimore,  MD 8,000  20  agency  personnel. 

Office  of  International  Cooperation  and  Development: 

Washington,  DC  4,000  30  agency  personnel. 

Washington,  DC  1,000  12  agency  personnel. 

Animal  and  Plant  Health  Inspection  Service: 
International  Services: 

Greenbelt,  MD  4,000  15  employees  from  all  levels  of  agency. 

Greent)elt,  MD  16,000  20  senior  management. 

Greent)elt,  MD 1,000  11  management  staff. 

College  Park,  MD  16,000  20  senior  management. 

Greenbelt,  MD  4,000  15  employees  from  all  levels  of  agency.                   :■ 

College  Park,  MD 1,000  36  management  staff. 

Arlington,  VA 17,000  22  senior  management. 

Regulatory  Enforcement  and  Animal  Care: 

Tampa,  FL 18,000  35  managers  and  field  employees. 

Sacramento,  CA 19,000  34  managers  and  field  employees. 

Greenbelt,  MD 8,000  18  senior  managers. 

St.  Louis,  MO 9,000  15  managers  and  field  employees. 

Ft.  Worth,  TX 30,000  45  managers  and  field  employees. 

Minneapolis,  MN 10,000  15  managers  and  field  employees. 

Annapolis,  MO 8,000  15  senior  managers. 

Annapolis,  MD 24,000  32  managers  and  field  employees. 

Plant  Protection  and  Quarantine: 

Folsom,  CA 1,000  12  Western  region  management  team. 

Biotech.  Biologies  and  Envir.  Protection: 

Ames,  lA 1,000  24  veterinary  biologies  field  operations  employees. 

Veterinary  Services: 

Ames,  lA 2,000  11  management  staff. 

Louisville,  KY  1,000  11  management  staff. 

Ft.  Collins,  CO  8,000  10  managers  and  administrative  personnel. 

Allenspari<,  CO 4,000  20  project  employees. 

Allenspark,  CO  3,000  12  project  employees. 

Allenspark,  CO  2,000  33  project  employees  and  veterinarians. 

Austin,  TX  8,000  67  field  personnel. 

Laredo,  TX 8,000  83  Tick  Force  employees. 

Recruitment  and  Development  Staff: 

Laurel,  MD  16,000  26  staff  employees. 

Office  of  the  Administrator: 

Solomons  Island,  MD 8,000  20  APHIS  Management  Team. 

Hagerstown,  MO 1,000  13  staff  office  managers. 

National  Biological  Control  Institute: 

Annapolis,  MD 5,000  18  customers,  cooperators,  APHIS,  State  Depts.  of  Ag- 
riculture. 

Laurel,  MD  4,000  18  customers,  cooperators,  APHIS,  State  Depts.  of  Ag- 
riculture. 


TRAINING  CENTERS 

Mr.  DURBIN.  Would  you  please  provide  for  the  record  the  location 
and  purpose  of  all  training  centers  operated  by  USDA  agencies? 
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What  is  the  annual  budget  for  each  of  these  centers,  and  how  many 
people  are  assigned,  by  location? 
[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE— TRAINING  CENTERS 
[Fiscal  year  1993] 


Agency  and  location 


Budget 
($000) 


Stati 


Purpose 


Departmental  Administration.  OP  Training  Center, 
Washington,  DC. 


212 


Farmers  Home  Admin/Rural  Development  Admin., 
St.  Louis,  MO. 

Animal  and  Plant  Health  Inspection  Service,  Fred- 
erick, MD. 

404 
1,494 

Agriculture  Marketing  Service,  USDA  South  Build- 

323 

Food  Safety  and  Inspection  Service,  Texas  A&M 

University,  College  Station,  TX. 
Federal  Crop  Insurance  Corporation,  Kansas  City, 

MO. 

2,641 
789 

Office  of  International  Cooperation  and  Develop- 
ment, USDA  Headquarters.  Washington,  DC. 
Forest  Service,  Marana,  AZ 

1,000 
748 

2  To  provide  an  environment  that  maximizes  the  op- 
portunity for  USDA  employees  to  increase  their 
knowledge,  skills,  and  abilities  through  formal 
classroom  learning,  self-directed  study,  experi- 
ential learning,  television/video  based  training, 
or  other  appropriate  methods. 

5    To  provide  automation  and  program  training  to 

field  personnel. 
23    To  provide  scientific  and  technical  training  In 
plant  health,  space  for  animal  health  training 
programs  and  other  training  needs. 

5     Provide   agency-specific  education   programs  to 

AMS  employees. 
40    To  provide  training  necessary  for  inspectors  and 
other  related  employees  to  perform  duties. 

14  To  provide  orientation  training  for  new  employees; 
maintain  the  agency's  training  program;  and 
assist  with  employee  development. 

9    Planning  activities. 

11  To  provide  training  in  fire  and  aviation  manage- 
ment, minerals  and  land  activities. 


OUTLAY  RATES 


Mr.  DURBIN.  Please  provide  the  percentage  of  funds  that  actually 
outlay  for  each  appropriation  account  in  the  Agriculture,  Rural  De- 
velopment, Food  and  Drug  Administration,  and  Related  Agencies 
bill  for  each  of  the  past  three  years. 

[The  information  follows:] 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Percent  Outlayed  from  New  Budget  Authority 


1993 


1994 


1995 


Percent   Percent   Percent 
Outlayed  Outlayed  Outlayed 


Office  of  the  Secretary 

Ag  Research  and  Conmercialization 

Departmental  Administration 

Rental  Payments  and  Building  Operations 

Advisory  Committees 

Working  Capital  Fund 

Hazardous  Waste  Management 

Office  of  Budget  and  Program  Analysis 

Office  of  Public  Affairs 

Office  of  the  Inspector  General 

Office  of  the  General  Counsel 

Federal  Grain  Inspection  Service 

Agricultural  Research  Service 

Buildings  and  Facilities 

Cooperative  State  Research  Service 

Extension  Service 

National  Agricultural  Library 

Animal  and  Plant  Health  Inspection  Service 

Buildings  and  Facilities 

Economic  Research  Service 

National  Agricultural  Statistics  Service 

World  Agricultural  Outlook  Board 

Agricultural  Cooperative  Service 

Food  Safety  and  Inspection  Service 

Agricultural  Marketing  Service: 

Marketing  Services 

Payments  to  States  and  Possessions 

Miscellaneous  Trust  Funds 

Packers  and  Stockyards  Administration 

Agricultural  Stabilization  and  Conservation  Service: 

Agricultural  Conservation  Program 

Water  Bank  Program 

Wetlands  Reserve  Program 

Emergency  Conservat  i  on  Program 

Dairy  Indemnity  Program 

Forestry  Incentives  Program 

Colorado  River  Basin  Salinity  Control  Program 

Conservat  i  on  Reserve  Program 

Salaries  and  Expenses 


88.  r/. 

88.2% 

87.0% 

10.0% 

10.0% 

20.0% 

8A.0% 

83.2% 

88.1% 

82.7% 

75.6% 

78.9% 

64.0% 

69.0% 

69.5% 

0.0% 

0.0% 

0.0% 

16.1% 

70.0% 

70.0% 

83.2% 

83.2% 

83.2% 

94.2% 

97.7% 

97.5% 

90.9% 

90.9% 

90.9% 

94.9% 

94.7% 

94.4% 

88.5% 

84.4% 
4.9% 

43.6% 
66.2% 
77.2% 

87.0% 
10.9% 

87.9% 
89.9% 
76.4% 
78.8% 
95.5% 


62.8% 

23.3% 

0.0% 

90.6% 


80.6% 

80.0% 
15.0% 

45.7% 
58.2% 
80.1% 

84.2% 
24.0% 

86.8% 
87.  n 
77.2% 
72.7% 
91.5% 


41.8% 

27.2% 

0.0% 

90.6% 


79.1% 

80.0% 
15.0% 

52.0% 
58.3% 
80.0% 

84.2% 
24.2% 

85.3% 
86.5% 
77.2% 
0.0% 
91.5% 


41.8% 

27.2% 

0.0% 

90.6% 


38.8% 

38.8% 

45.9% 

14.1% 

16.3% 

16.3% 

0.0% 

8.5% 

5.0% 

29.2% 

0.0% 

65.0% 

0.0% 

0.0% 

0.0% 

41.0% 

41.0% 

41.0% 

37.8% 

40.5% 

40.5% 

91.5% 

96.8% 

100.0% 

98.8% 

96.3% 

96.2% 
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1993 


page  2 
1994      1995 


Percent   Percent   Percent 
Outlayed  Outlayed  Outlayed 


Federal  Crop  Insurance  Corporation: 

Administrative  and  Operating  Expenses 

Federal  Crop  Insurance  Corporation  Fund 

Farmers  Home  Administration: 

Rural  Housing  Insurance  Fund  Program  Acct 

Rural  Housing  Insurance  Fund  Liquidating  Acct 

Ag  Credit  Insurance  Fund  Liquidating  Acct 

Agricultural  Credit  Insurance  Program  Acct 

Rental  Assistance  Program 

State  Mediation  Grants 

Very-Low  Income  Housing  Repair  Grants 

Compensation  for  Construction  Defects 

Mutual  and  Self -Help  Housing 

Supervisory  and  Technical  Assistance  Grants 

Self-Help  Housing  Land  Development  Fund 

Self -Help  Housing  Program  Account 

Rural  Housing  Preservation  Grants 

Rural  Housing  for  Domestic  Farm  Labor 

Salaries  and  Expenses 

Rural  Housing  Voucher  Program 

Outreach  for  Socially  Disadvantaged  Farmers 

Agricultural  Resource  Cons.  Dem.  Guar.  Loan  Prog.. 

Rural  Development  Administration: 

Salaries  and  Expenses 

Alcohol  Fuels  Credit  Guarantee  Program  Account.... 

Rural  Development  Insurance  Fund  Program  Acct 

Rural  Development  Insurance  Fund  Liquidating  Acct. 

Rural  Water  and  Waste  Disposal  Grants 

Solid  Waste  Management  Grants 

Emergency  Community  Water  Asst.  Grants 

Rural  Conmunity  Fire  Protection  Grants 

Rural  Development  Loans  Program  Acct 

Rural  Development  Grant  Program 

Rural  Development  Loan  Fund  Liquidating  Acct 

Rural  Telecommun.  Partnership  Loan  Program  Acct 

Rural  Technology  and  Cooperative  Dev.  Grants 

Loan  Technical  Assistance  and  Planning  Grants 

Rural  Electrification  Administration: 

Reimbursement  to  the  Rural  Electrification  and 

Telephone  Revolving  Fund  for  Interest 

Subsidies  and  Losses 

Purchase  of  Rural  Telephone  Bank  Capital  Stock 

Economic  Development  Loans  Program  Acct 

Rural  Conmiunication  Development  Fund 

Salaries  and  Expenses 

Rural  Electrification  and  Telephone  Revolving 

Fund  Loan  Subsidies 

Distance  Learning  and  Medical  Link  Programs 

Rural  Electrification  and  Telephone  Loan 

Program  Acct 

Rural  Telephone  Bank  Program  Acct 


55.1% 

61.0% 

61.0% 

11.9% 

95.5% 

62. TA 

66.  A% 

69.0% 

72.  r/. 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

86.0% 

93.3% 

93.8% 

2.1% 

2.5% 

2.5% 

42.0% 

40.0% 

0.0% 

48.4% 

95.0% 

95.0% 

55.6% 

90.0% 

90.0% 

17.8% 

8.0% 

8.0% 

0.0% 

50.0% 

50.0% 

0.0% 

0.0% 

0.0% 

48.8% 

100.0% 

100.0% 

1.3% 

3.0% 

3.0% 

10.6% 

2.0% 

2.0% 

89.7% 

92.0% 

92.0% 

0.0% 

0.7% 

o.r/. 

0.0% 

100.0% 

100.0% 

100.0% 

100.0% 

100.0% 

92.0% 

92.0% 

92.0% 

1.1% 

0.0% 

0.0% 

34.3% 

36.9% 

33.7% 

0.0% 

0.0% 

0.0% 

2.2% 

4.0% 

4.0% 

0.7% 

1.0% 

1.0% 

1.9% 

6.0% 

0.0% 

37.8% 

45.0% 

45.0% 

4.6% 

12.3% 

12.9% 

8.6% 

10.0% 

10.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

74.  r/. 

0.0% 

0.0% 

10.0% 

0.0% 

0.0% 

10.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

8.6% 

13.0% 

15.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

75.0% 

75.0% 

27.4% 

34.0% 

65.0% 

99.6% 

74.1% 

99.6% 
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1993 


page  3 
1994      1995 


Percent   Percent   Percent 
Outlayed  Outlayed  Outlayed 


Soil  Conservation  Service: 

Conservat  i  on  Operat  i  ons 

River  Basin  Surveys  and  Investigations 

Watershed  Planning 

Watershed  and  Flood  Prevention  Operations 

Great  Plains  Conservation  Program 

Resource  Conservation  and  Development 

Food  and  Nutrition  Service: 

Food  Program  Administration 

Food  Stamp  Program 

Nutrition  Assistance  for  Puerto  Rico 

Special  Mi  Ik  Program 

State  Child  Nutrition  Payments 

Women,  Infants  and  Children  (WIC) 

Commodity  Supplemental  Food  Program 

Food  Donations  Programs  for  Selected  Groups 

Temporary  Emergency  Food  Assistance  Program 

Human  Nutrition  Information  Service 

Foreign  Agricultural  Service 

Office  of  International  Cooperation  and  Development 

Salaries  and  Expenses 

Scientific  Activities  Overseas 

(Foreign  Currency  Program) 

CCC  Loans  Program  Acct 

Public  Law  480 

P.  L.  480  Program  Account 


90.6% 

88.0% 

88.0% 

89.0% 

89.3% 

89.4% 

85.4% 

85.6% 

85.6% 

59.5% 

63.4% 

94.0% 

41.3% 

39.8% 

76.7% 

87.1% 

72.1% 

72.1% 

88.5% 

89.0% 

94.3% 

83.8% 

88.4% 

89.8% 

97.6% 

97.6% 

97.6% 

69.7% 

71.1% 

82.8% 

57.0% 

53.6% 

64.1% 

91.1% 

92.4% 

92.5% 

76.9% 

95.8% 

95.8% 

75.9% 

76.1% 

96.1% 

91.4% 

91.1% 

73.2% 

71.2% 

67.0% 

67.0% 

63.9% 

65 . 5% 

65.5% 

68.3% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

40.5% 

55.4% 

57.4% 

33.1% 

53.2% 

58.1% 
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LOAN  SUBSIDY  RATES 


Mr.  DuRBlN.  Please  provide  a  table  indicating  the  loan  subsidy 
rates,  by  loan  program,  that  were  used  in  fiscal  year  1994  com- 
pared to  those  that  were  used  for  fiscal  year  1995. 

[The  information  follows:] 
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FmHA/  RDA  /  REA  SUBSIDY  RATES 


Programs 

RURAL  HOUSING  LOANS: 

Single  Family  Housing  (sec  502) : 

Direct , 

Unsubsidized  guarantees 

Rural  Rental  Housing  (sec  515)  . . .  , 

Housing  Site  Development  (sec  524) 

Very  Low  Income  Repair  (sec  504)  .. 

Farm  Labor  Housing  (sec  514) 

Credit  Sales  of  Acquired  Property  . 

Self -Help  Housing  Land  Development 

FARM  LOANS: 

Farm  Ovmership:   Direct  

Unsubsidized  guarantees  


Farm  Operating:   Direct  , 
Unsubsidized  guarantees 
Subsidized  guarantees  . 


Emergency 


Soil  and  Water:   Direct 
Guarantees 


Indian  Land  Acquisition  

Credit  Sales  of  Acquired  Property 
Farms  for  the  Future  guar  loans . . . 


RURAL  DEVELOPMENT  LOANS: 
Water  and  Waste  Disposal :   Direct 
Guarantees  


Community  Facility:   Direct 
Guarantees  


Business  &  Industrial  guarantees  . . . . 
Rural  Telecommunications  Partnership 
Direct  Loans  


Intermediary  Relending  Program  , 
Alcohol  Fuels  Credit  Guarantees 
Watershed  and  Flood  Prevention  . 
Resource  Censer  &  Development  . , 


1994 

1995 

Act 

Budge  t| 

20.24 

9.20 

1.63 

1.72 

57.39 

52.50 

-2.83 

-1.74 

39.06 

33.40 

51.50 

49.71 

15.22 

8.24 

3.70 

2.99 

16.92 

14.07 

3.75 

3.86 

11.68 

11.31 

0.52 

0.54 

11.70 

12.81 

26.06 

26.29 

15.98 

13.11 

2.19 

2.21 

19.70 

12.33 

15.27 

13.24 

52.93 

55.  17. 

13.88 

13.97 

-1.30 

-1.17 

9.65 

9.50 

5.07 

4.97 

0.93 

0.95 

0.00 

4.24 

56.00 

52.25 

0.00 

34.16 

-33.70 

-49.91 

-27.00 

-39.87 
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Programs 

Rural  Electrification  Administration: 
■^Electric  Loans: 

Direct  5% 

Direct  Municipal 

Treasury   Rate 

FFB 

Telephone  Loans: 
Direct  5% 
Treasury  Rate 
FFB 


1994 

1995 

Act 

Budget 

16.30 

9.45 

7.67 

8.00 

0.00 

0.07 

1.03 

0.15 

12.89 

7.14 

0.02 

0.02 

-2.58 

-3.54 

Economic  Development  Loans  .             26.28  23.92 

Rural  Telephone  Bank: 

Cost  of  Funds  1.56  0.44 

Treasury  Rate  0.00  0.02 
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EXPIRING  AUTHORIZATIONS 

Mr.  DURBIN.  Please  list  for  the  record  any  authorizations  that 
will  expire  at  the  end  of  fiscal  year  1994. 
[The  information  follows:] 


77-965    0—94- 
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U.S.  DEPARTMENT  OF  AGRICULTURE 

103rd  CONGRESS,   SECOND  SESSION 

February  22  1994 


FOOD,  NUTRITION  AND  CONSUMER  SERVICES 

Food  and  Consumer  Service 

FY  1994  EXPIRING  LEGISLATION 

Law  and  Program  Description  Expires 

The  National  School  Lunch  Act,  as  amended 

--Section  13(r),  42  U.S.C.  1761  (r),  authorizes  appropriations         9/30/94 
for  Summer  Food  Service  Program  for  Children 
(P.L.  101-147,  Section  102(a)(6),  103  Stat.  881). 

-Section  14(a),  42  U.S.C.  1762a(a),  authorizes  the  use  of  9/30/94 

Section  32  funds  and  the  funds  of  the  Commodity  Credit 
Corporation  to  purchase  foods  on  the  open  market  for 
donation  to  child  and  elderly  feeding  programs  (P.L.  101-147, 
Section  103(a),  103  Stat.  882). 

--Section  17(p)(4),  42  U.S.C.  1766(p)(4),  requires  the  9/30/94 

Secretary  to  conduct  two  demonstration  projects  permitting 
private  for-profit  organizations  to  participate  in  Child  Care 
Food  Program  (P.L.  102-342,  Section  203,  106  Stat.  913). 

-Section  18(b)(2),  42  U.S.C.  1769(b)(2),  provides  for  9/30/94 

continuation  of  cash  payments  of  commodity  letters  of  credit 
in  lieu  of  commodities  in  some  schools  (P.L.  102-342,  Section 
301,  106  Stat.  913). 

-Section  18(c)(5)(A),  42  U.S.C.  1769(c)(5)(A),  requires  the  9/30/94 

Secretary  to  spend  specific  amounts  for  demonstration 
projects  to  provide  food  service  to  homeless  children  (P.L. 
102-342,  Section  101,  106  Stat.  911). 

Child  Nutrition  Act  of  1966,  as  amended 

-Section  7(a)(5)(B)(i),  42  U.S.C.  1776(a)(5)(B)(i),  requires  the      9/30/94 

Secretary  to  make  allocations  of  not  more  than  $4  million  in 

FY  1993  and  FY  1994  to  public  entities  and  private  nonprofit 

organizations  participating  in  demonstrations  projects  to 

provide  food  service  to  homeless  children  under  section  18(c) 

of  the  National  School  Lunch  Act  (P.L.  102-512,  Section  103, 

106  Stat.  3363). 
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U.S.  DEPARTMENT  OF  AGRICULTURE 

103rd  CONGRESS.   SECOND  SESSION 

February  22,  1994 


FOOD,  NUTRITION  AND  CONSUMER  SERVICES 

Food  and  Consumer  Service 

FY  1994  EXPIRING  LEGISLATION 

Law  and  Program  Description 


Expires 


--Section  7(h),  42  U.S.C.  1776(h),  authorizes  appropriations         9/30/94 
for  State  administrative  expense  funds  (P.L.  101-147,  Section 
122(a)(3),  103  Stat.  894). 

"Section  17(b),  42  U.S.C.  1786(b),  provides  definitions  of  9/30/94 

competitive  bidding,  rebate,  discount,  and  net  price  (P.L.  102- 
512,  Section  203,  103  Stat.  3364). 

-Section  17(f)(22),  42  U.S.C.  1786(f)(22),  requires  that  in  the      9/30/94 
State  plan  submitted  for  FY  1 994  each  State  agency  advise 
the  Secretary  of  its  procedures  to  reduce  purchases  of  low- 
iron  infant  formula  (P.L.  102-512,  Section  205,  106  Stat. 
3367). 

-Section  17(g)(1),  42  U.S.C.  1786(g)(1),  authorizes  9/30/94 

appropriations  for  Special  Supplemental  Food  Program  for 
Women,  Infants  and  Children  (WIC  Program)  (P.L.  101-147, 
Section  123(a)(5)(A),  103  Stat.  897). 

-Section  17(h)(2)(A),  42  U.S.C.  1786(h)(2)(A),  regarding  9/30/94 

allocation  of  administrative  funding  for  WIC  Program  (P.L. 
101-147,  Section  123(a)(6),  103  Stat.  898). 

-Section  17(h)(2)(A),  42  U.S.C.  1786(h)(2)(A),  authorizes  the      9/30/94 
Secretary  to  provide  funds  to  State  agencies  to  encourage 
additional  cost  containment  efforts  (P.L.  102-512,  Section  206, 
106  Stat.  3368). 

-Section  17(h)(8)(E)(ii),  42  U.S.C.  1786(h)(8)(E)(ii),  requires        9/30/94 
the  Secretary  to  provide  technical  assistance  to  any  State 
agency  that  desires  to  consider  a  cost  containment  system 
that  covers  more  than  one  State  agency  (P.L.  102-512, 
Section  207,  106  Stat.  3368). 

-Section  17(h)(8)(G)  and  (H),  42  U.S.C.  1786(h)(8)(G)  and  9/30/94 

(H),  requires  the  Secretary  to  offer  to  solicit  infant  formula 
bids  on  behalf  of  State  agencies  (P.L.  102-512,  Section  204, 
106  Stat.  3365). 
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U.S.  DEPARTMENT  OF  AGRICULTURE 

103rd  CONGRESS,   SECOND  SESSION 

February  22,  1994 


FOOD,  NUTRITION  AND  CONSUMER  SERVICES 

Food  and  Consumer  Service 

FY  1994  EXPIRING  LEGISLATION 

Law  and  Program  Description 


Expires 


--Section  17(h)(8)(l),  42  U.S.C.  1786(h)(8)(i),  requires  the  9/30/94 

Secretary  to  promote  cost  containment  in  infant  formula 
procurement  P.L.  101-512,  Section  204,  106  Stat.  3366). 

-Section  17(h)(8)(K),  42  U.S.C.  1786(h)(8)(K),  requires  the  9/30/94 

Secretary  to  prescribe  regulations  to  carry  out  Section 
17(h)(8)  (P.L.  102-512,  Section  204,  106  Stat.  3367). 

-Section  17(m),  42  U.S.C.  1786(m),  authorizes  grants  to  9/30/94 

states  to  provide  resources  to  women,  infants  and  children 
who  are  nutritionally  at  risk  in  the  form  of  fresh,  nutritious, 
unprepared  food  from  farmers'  markets  (P.L.  102-314,  Section 
3,  106  Stat.  280). 

-Section  17(o)(3),  42  U.S.C.  1786(o)(3),  authorizes  9/30/94 

appropriations  for  a  demonstration  project  to  establish  WIC 
clinics  in  community  colleges  that  offer  nursing  education 
programs  (P.L.  101-147,  Section  123(a)(10),  103  Stat.  903). 

-Section  17(p)(3),  42  U.S.C.  1786(p)(3),  authorizes  9/30/94 

appropriations  for  grants  to  WIC  State  agencies  for  improving 
and  updating  information  and  data  systems  (P.L.  101-147, 
Section  123(a)(10),  103  Stat.  903). 

-Section  19(i)(2)(A),  42  U.S.C.  1788(i)(2)(A),  authorizes  9/30/94 

appropriations  for  grants  to  States  for  nutrition  education  and 
information  programs  (P.L.  101-147,  Section  124(3),  103  Stat. 
906). 
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U.S.  DEPARTMENT  OF  AGRICULTURE 

103rd  CONGRESS,   SECOND  SESSION 

February  22,  1994 


SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT 

Farmers  Home  Administration 

FY  1994  EXPIRING  LEGISLATION 

Law  and  Program  Description  Expires 

--Section  515(b)(4),  P.L.  102-550  of  the  Housing  Act  of  9/30/94 

1949,  as  amended,  provides  program  authority  for  the 
making  of  rural  rental  housing  loans  for  very  low  and  low 
income  residents  42  U.S.C.  1485,  (106  Stat.  3832). 

-Section  509(f),  of  the  Housing  Act  of  1949,  as  amended,       9/30/94 
provides  for  a  set-aside  of  housing  funds  for  underserved 
areas  and  colonias  42  U.S.C.  1479,  (106  Stat.  3835). 

"Section  515(w),  of  the  Housing  Act  of  1949,  as  amended,     9/30/94 
provides  for  a  set-aside  of  Section  515  funds  to  nonprofits 
42  U.S.C.  1485,  (106  Stat.  3839). 
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CHANGES  FROM  MANDATORY  TO  DISCRETIONARY 

Mr.  DURBIN.  Please  list  any  changes  from  mandatory  spending  to 
discretionary  spending. 

Mr.  Dewhurst.  Funding  for  the  fiscal  year  1995  costs  of  main- 
taining the  CCC  computer  facility  has  been  shifted  from  the  Com- 
modity Credit  Corporation  account  to  the  Foreign  Agricultural 
Service,  $8.4  million,  and  the  Agricultural  Stabilization  and  Con- 
servation Service,  $75.9  million.  In  the  past,  the  computer  facility 
has  been  operated  jointly  by  the  Foreign  Agricultural  Service  and 
the  Agricultural  Stabilization  and  Conservation  Service.  Funding 
for  the  facility's  annual  operating  costs  will  now  be  included  in 
these  agencies  appropriations  requests.  Also,  the  technical  assist- 
ance, $38.6  million,  provided  by  the  Soil  Conservation  Service  for 
the  Conservation  Reserve  Program  and  the  Wetlands  Reserve  Pro- 
gram is  being  requested  by  the  Soil  Conservation  Service  in  fiscal 
year  1995.  In  previous  years,  the  Soil  Conservation  Service  has 
been  reimbursed  for  this  work  from  the  Conservation  Reserve  Pro- 
gram and  Wetlands  Reserve  Program  accounts. 

Mr.  DURBIN.  Please  list  for  the  record  any  proposed  legislation 
that  the  Department  plans  to  submit  to  Congress  this  session  and 
indicate  when  the  legislation  will  be  submitted. 

[The  information  follows:] 
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BUDGET  RELATED 
LEGISLATIVE  PROPOSALS 


103RD  CONGRESS,  SECOND  SESSION 


Status  as  of:  3/17/94 


AGENCY 

PROPOSAL  NO. 

TITLE 

PROPOSED 
SUBMISSION  DATE 

AMS 

103AG200 

User  Fees  for  the  Development  of  Agricultural 
Commodity  Standards 

3/31/94 

AMS 

103AG203 

User  Fees  for  Egg  Products  Inspection  Services 
Provided  Beyond  an  Approved  Primary  Shift 

3/31/94 

FSIS 

103AG204 

User  Fees  for  Meat  &  Poultry  Inspection  Services 
Provided  Beyond  an  Approved  Primary  Shift 

3/31/94 

P&SA 

103AG206 

License  Fees 

4/8/94 

FGIS 

103AG207 

User  Fees  for  Standardization  Activities 

4/8/94 

FCIC 

103AG208 

Crop  Insurance  Program  Reform 

Submitted  to  Hill 
on  3/2/94 

ACS 

103AG209 

Cooperative  Service  User  Fees 

4/15/94 
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ADP  EQUIPMENT  AND  RELATED  SERVICES 

Mr.  DURBIN,  Please  provide  a  table  for  the  record  showing  the 
"ADP  Equipment  and  Related  Services"  request,  by  agency,  for  fis- 
cal years  1993,  1994,  and  1995. 

[The  information  follows:] 


U.S.  DEPARTMENT  OF  AGRICULTURE  OBLIGATIONS  FOR  INFORMATION  TECHNOLOGY  SYSTEMS 

[Based  on  agency  update  of  A-U  exhibit,  March  1994,  in  thousands  of  dollars] 

Agency  1993  1994             1995  request 

Alternative  Ag  Research  and  Commercialization  24  32  27 

Agricultural  Research  Service 27,622  28,386  28,300 

Cooperative  State  Research  Service  1,534  1,677  1,673 

Extension  Service  2,392  2,604  2,668 

National  Agricultural  Library 3,597  3,841  5,266 

Agricultural  Stabilization  and  Conservation  Service  112,913  152,183  148,193 

Foreign  Agricultural  Service 12,683  12,920  13,715 

Office  of  International  Cooperation  and  Development  1,009  1,040  1,067 

Forest  Service  189,074  251,573  259,168 

Soil  Conservation  Service 77,632  89,546  94,154 

Farmers  Home  Administration/Rural  Development  Administration  119,359  126,733  118,761 

Rural  Electrification  Administration  3,993  4,140  3,491 

Federal  Crop  Insurance  Corporation  28,802  13,904  14,425 

Human  Nutrition  Information  Service  754  859  1,079 

Food  and  Nutrition  Service  201,018  249,152  271,244 

Animal  and  Plant  Health  Inspection  Service 24,315  27,864  28,919 

Food  Safety  Inspection  Service  16,105  16,946  17,075 

Agricultural  Marketing  Service 15.897  19,019  18,848 

Federal  Grain  Inspection  Service  2,006  2,335  2,095 

Agricultural  Cooperative  Service 383  429  434 

Packers  and  Stockyards  Administration  909  938  960 

Economic  Research  Service  7,636  6,657  6,398 

National  Agricultural  Statistics  Service 19,775  20,489  22,256 

World  Agricultural  Outlook  Board  560  529  752 

Office  of  the  Secretary 406  333  270 

Office  of  Budget  and  Program  Analysis 735  521  529 

Office  of  Administrative  Law  Judges 67  74  71 

Office  of  Operations 2,138  1,672  1,643 

Office  of  Advocacy  and  Enterprise  299  301  333 

Office  of  Finance  and  Management  355  264  381 

Office  of  Information  Resources  Management  11,066  12,327  12,894 

Office  of  Public  Affairs  639  410  614 

Office  of  the  Inspector  General  5,383  5,556  5,306 

Office  of  General  Counsel  1,255  874  963 

Infoshare  1 1,906  29,567  90.000 

Total  Obligations  904.241  1,085.695  1,173,972 

Mr.  DuRBiN.  Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

Steve,  as  usual,  you  have  done  an  outstanding  job  of  confusing 
us. 

Mr.  Dewhurst.  I  was  afraid  of  that.  Maybe  that  is  what  I  was 
trying  to  do. 

Mr.  Skeen.  I  was  only  joking.  You  did  raise  a  lot  of  concerns 
though. 

How  much  input  do  you  have  in  this  budget  with  CBO,  how  often 

do  you  get  together,  and  do  you  really  work  this  thing  out? 

Mr.  Dewhurst.  With  the  Congressional  Budget  Office? 

Mr.  Skeen.  Yes. 
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BUDGET  SCOREKEEPING 

Mr.  Dewhurst.  We  are  on  the  phone  with  them  a  lot,  when  it 
comes  to  scorekeeping  concerns.  We  are  working  at  the  moment  on 
the  crop  insurance  proposal  that  is  going  to  require  more  work  with 
the  CBO.  Because  everybody  has  got  their  own  figures  on  disaster 
payments. 

Mr.  Skeen.  I  know  that  is  a  problematic  area. 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Skeen.  WTiat  we  are  trying  to  do  is  offset  the  disaster  pay- 
ments with  a  new  program,  a  mandatory  insurance  program. 

Mr.  Dewhurst.  Yes,  sir. 

RURAL  ELECTRIFICATION  ADMINISTRATION  PROGRAMS 

Mr.  Skeen.  And  I  hope  that  somebody  comes  up  with  some  fig- 
ures that  make  some  sense  before  long.  Because  I  do  not  know  how 
you  are  going  to  make  it  work.  I  will  be  very  interested  in  seeing 
how  we  can  make  it  work. 

Let  us  go  to  the  REA  program.  Because  we  are  getting  a  lot  of 
feedback  already  on  what  is  happening  to  REA.  Your  explanation 
was  that  we  are  not  talking  about  a  big  change  in  the  interest 
rates  on  the  loan,  or  changing  the  loan  set-up. 

Am  I  correct? 

Mr.  Dewhurst.  Yes,  sir. 

BRUCELLOSIS  PROGRAM 

Mr.  Skeen.  That  is  an  interpretation  of  your  remarks. 

We  have  done  a  lot  of  good  work  in  brucellosis  and  eradicating 
brucellosis. 

But  I  am  really  concerned  about  what  kind  of  oversight  system 
that  they  have,  and  have  we  got  the  money  in  this  year's  budget 
to  keep  us  in  a  position  of  not  having  an  outbreak? 

Mr.  Dewhurst.  Yes.  There  is  a  reduction  of  $5.3  million  for  the 
brucellosis  program.  However,  the  oversight  system  will  be  main- 
tained. 

Mr.  Skeen.  That  is  an  ongoing  oversight? 

Mr.  Dewhurst.  Yes,  sir.  That  is  not  tampered  with. 

Mr.  Skeen.  Let  us  go  to  your  data. 

INFO  share 

When  are  we  going  to  get  this  thing  put  together?  Because  we 
talked  about  this  I  think  several  times  in  the  past  few  years.  And 
we  put  the  money  in  there,  but  I  do  not  know  if  we  are  covering 
the  equipment  needs,  or  the  networking  needs,  or  whatever. 

When  are  we  going  to  get  a  system  that  is  pulled  together  and 
represents  a  culmination  of  an  effort  to  get  into  the  twentieth  cen- 
tury or  twenty-first  century?  Because  we  have  got  a  very  poor  data 
system. 

Mr.  Dewhurst.  Yes,  I  agree.  The  truth  is  that  everybody  I  know 
is  impatient  about  this,  including  the  Secretary  of  Agriculture.  The 
plan  right  now  is  that  most  of  the  major  equipment  would  be  in- 
stalled in  1996  and  1997. 

Mr.  Skeen.  This  is  new  equipment? 

Mr.  Dewhurst.  Yes. 
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Mr.  Skeen.  Updated  equipment. 

Mr.  Dewhurst.  Yes,  sir.  You  see,  what  is  happening  here  is  we 
have  two  problems.  We  have  some  existing  systems  in  these  offices, 
and  they  may  not  be  very  good.  But  they  are  also  old,  and  they  are 
beginning  to  come  apart.  So  the  agencies  have  to  invest  some 
money  in  keeping  the  old  system  going.  But  Info  Share  is  a  whole 
new  system.  It  is  new  hardware,  it  is  new  software,  it  is  a  whole 
new  way  of  doing  things. 

Mr.  Skeen.  I  understand  that. 

Mr.  Dewhurst.  You  know,  you  are  talking  two  or  three  years. 
You  are  not  talking  twenty  years. 

Mr.  Skeen.  It  is  a  long  term  project. 

Mr.  Dewhurst.  The  Secretary  wants  it  in  1996  or  1997  at  the 
latest,  as  we  establish  these  service  centers  that  are  called  for 
under  the  reorganization.  They  are  not  going  to  be  able  to  do  their 
job,  unless  they  have  new  technology. 

Mr.  Skeen.  If  you  are  going  to  reduce  personnel,  you  are  going 
to  have  to  put  in  place  some  kind  of  system  that  is  much  more  effi- 
cient. And  one  is  the  Information  Service.  You  not  only  have  got 
old  equipment,  but  you  have  got  equipment  that  is  not  compatible 
with  equipment  in  other  agencies  as  well. 

Mr.  Dewhurst.  That  is  right. 

Mr.  Skeen.  And  the  technology  moves  so  fast.  And  it  has  always 
concerned  me  that  these  agencies  or  departments  will  take  care  of 
their  personnel  first.  I  understand  that.  But  when  it  comes  down 
to  the  business  of  putting  your  data  systems  together,  that  is  al- 
ways put  off.  It  is  a  place  that  you  can  ignore  for  awhile,  because 
you  can  get  by  without  it. 

Now  with  the  networking  that  you  are  talking  about,  you  are 
going  to  have  a  system  that  is  going  to  be  I  think  sensitive  to 
change.  It  is  one  that  I  think  we  are  going  to  have  to  be  very  atten- 
tive to  as  far  as  keeping  the  money  in  the  budget,  if  it  is  going  to 
be  an  effective  system  and  one  that  works  well. 

Mr.  Dewhurst.  Yes,  sir.  That  is  why  we  wanted  you  to  see  it  in 
the  budget.  We  just  did  not  want  it  buried  in  different  places. 

GSA  RENTAL  PAYMENTS 

Mr.  Skeen.  I  think  you  highlighted  it  very  well.  Let  us  go  back 
to  this  improvement.  I  share  the  Chairman's  concern.  We  have 
been  playing  games  with  GSA  for  a  long  time  about  paying  them 
what  is  it,  $80  million? 

Mr.  Dewhurst.  Well,  right  now,  we  are  paying  them  $135  mil- 
lion this  year. 

Mr.  Skeen.  $135  million.  I  love  GSA,  but  I  cannot  understand. 

You  own  the  buildings,  and  you  pay  them  rent? 

Mr.  Dewhurst.  Well,  that  is  a  government-wide  law. 

Mr.  Skeen.  I  understand. 

Mr.  Dewhurst.  GSA  owns  the  buildings. 

Mr.  Skeen.  What  is  going  to  happen  when  you  have  this  new 
complex,  will  it  belong  to  GSA  too? 

Mr.  Dewhurst.  Our  idea  is  that  we  will  own  the  building. 

Mr.  Skeen.  You  will  own  the  building? 

Mr.  Dewhurst.  Yes,  sir. 
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Mr.  Skeen.  And  no  matter  what  the  law  says,  you  do  not  have 
to  pay  GSA  rent? 

Mr.  Dewhurst.  That  is  right. 

Mr.  Skeen.  What  a  glorious  aspect. 

Mr.  Dewhurst.  That  is  right.  I  might  say 

Mr.  Skeen.  I  am  not  knocking  GSA. 

Mr.  Myers.  It  sounds  like  it. 

Mr.  Skeen.  That  is  a  heck  of  a  deal. 

Mr.  Dewhurst.  In  the  President's  national  performance  review, 
one  of  their  recommendations  was  that  everybody  take  a  hard  look 
at  how  we  manage  buildings  and  have  more  flexibility.  And  it  real- 
ly flowed  out  of  that  that  we  were  able  to  reach  an  agreement  with 
GSA  on  the  proposal  that  you  see  in  the  budget.  So  we  are  kind 
of  excited  about  it. 

Mr.  Skeen.  You  pay  for  your  own  operation  and  maintenance? 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Skeen.  And  pay  them  rent  too? 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Skeen.  That  is  a  good  deal. 

Thank  you  very  much,  Steve.  You  have  done  good  work.  And  we 
will  try  to  unravel  this  thing  together. 

Mr.  Dewhurst.  Good. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

Mr.  Durbin.  Thank  you,  Mr.  Skeen. 

Mr.  Thornton. 

nutrition  coordination 

Mr.  Thornton.  Thank  you,  Mr.  Chairman.  I  have  three  lines  of 
questioning  that  I  would  like  to  pursue.  The  first  is  my  concern 
about  whether  there  is  coordination  between  agencies  on  the  ques- 
tion of  human  nutrition,  and  especially  childhood  nutrition.  I  know 
you  have  explained  that  as  far  as  the  budget  is  concerned  that  you 
have  a  sum  of  money  that  will  be  transferred  forward. 

My  question  is  whether  the  Department  has  pursued  avenues  to 
cooperate  with  EPA,  with  NIH,  and  with  the  Food  and  Drug  Ad- 
ministration as  to  the  assessment  of  quality  of  food  for  children, 
and  to  do  surveys  that  are  appropriate  for  the  protection  and  en- 
hancement of  infant  health? 

I  know  you  are  budget  officer,  but  are  you  familiar  with  such  co- 
operative ventures? 

Mr.  Dewhurst.  Somewhat.  I  know  that  we  work  with  the  De- 
partment of  HHS,  because  we  have  a  joint  responsibility  for  the  di- 
etary guidelines  and  some  joint  research  interests.  If  you  have  pol- 
icy witnesses  up  here,  and  you  ask  them  coordination,  you  will 
probably  be  told  that  we  have  pretty  good  relationships. 

Mr.  Thornton.  My  own  view  is  that  you  can  usually  trace  some 
funds,  if  there  is  good  cooperation. 

Mr.  Dewhurst.  Well,  that  is  true.  Within  the  Department,  one 
of  the  things  I  think  I  would  have  to  say  that  came  out  of  the  Sec- 
retar/s  review  of  how  we  operate  is  that  we  are  not  as  well  orga- 
nized in  the  nutrition  area  as  we  need  to  be,  just  within  the  De- 
partment. 

When  you  add  up  all  of  the  money  that  we  think  that  we  spend 
on  nutrition,  it  is  well  over  $300  million  a  year  just  within  the  De- 
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partment  of  Agriculture.  And  that  money  is  spent  by  a  variety  of 
our  agencies,  research  agencies,  and  the  Food  and  Nutrition  Serv- 
ice, and  so  forth. 

And  one  of  the  things  that  is  happening  downtown  is  that  the 
Secretary  is  looking  for  ways  to  improve  coordination  of  how  that 
money  gets  used.  I  do  not  know  that  there  is  a  final  answer  to  that. 

Mr.  Thornton.  I  am  pleased  to  hear  that  that  is  in  progress.  Be- 
cause I  have  been  concerned  about  whether  it  is  being  used  more 
effectively.  And  I  hear  you  saying  that  that  concern  is  shared  with- 
in the  Department. 

Mr.  Dewhurst.  Yes,  sir. 

RURAL  ELECTRIFICATION  LOANS 

Mr.  Thornton.  I  want  to  pursue  this  further  with  the  policy  wit- 
nesses later  on,  but  I  wanted  to  ask  you  for  your  views  on  it. 

Secondly,  with  regard  to  REA  loans,  with  the  interest  rates  de- 
clining and  commercial  financing  of  REA  loans  becoming  more  fea- 
sible, should  the  Department  have  any  objection  to  somebody  who 
has  borrowed  money  from  the  government  pajdng  it  off,  if  it  does 
not  result  in  a  cost  to  the  government? 

Mr.  Dewhurst.  Well,  I  do  not  know  quite  how  to  answer  your 
question.  I  know  that  there  has  been  some  controversy  in  that 
area,  and  I  also  know  that  the  policy  on  that  is  set  largely  by  the 
Treasury  Department  rather  than  by  the  Department  of  Agri- 
culture. In  their  view,  there  are  some  costs  involved,  because  of 
some  provisions  in  these  contracts. 

I  also  know  that  the  Secretary  has  been  very  sympathetic. 

BELOW  COST  timber  SALES 

Mr.  Thornton.  That  is  my  understanding.  And  I  agree  with  that 
policy,  that  it  would  be  a  good  idea  to  move  loans  off  of  the  govern- 
ment finance  sheets  if  it  is  possible  to  do  without  cost  to  the  gov- 
ernment. And  I  appreciate  your  reflection  on  that. 

The  final  question  that  I  have,  Mr.  Chairman,  you  probably  will 
rule  out  of  order.  And  that  is  I  find  myself  frustrated  sometimes 
that  we  deal  with  the  Department  of  Agriculture,  and  yet  we  can- 
not get  in  this  committee  to  the  question  of  the  below  cost  timber 
sales,  operations  within  our  national  forests  where  we  spend  money 
building  roads  that  exceed  the  amount  that  we  recover  from  the 
sale  of  timber.  That  is  not,  I  suppose  in  the  jurisdiction  of  this  com- 
mittee, but  you  all  must  deal  with  it  in  the  financial  operations  of 
the  Department. 

Mr.  Dewhurst.  Yes,  sir,  that  is  true.  The  Forest  Service  is  a  part 
of  our  overall  budget  proposal.  When  we  put  a  budget  together, 
they  are  in  the  mix.  But  of  course,  when  it  comes  up  to  the  Con- 
gress, the  Forest  Service  is  within  the  jurisdiction  of  the  Interior 
Appropriations  Subcommittee.  So  it  gets  split  up. 

Mr.  Thornton.  Does  it  ever  get  lost? 

Mr.  Dewhurst.  It  is  hard  to  lose.  They  are  our  biggest  discre- 
tionary agency,  and  by  far  our  largest  employer  in  the  Department 
of  Agriculture.  So  some  of  the  people  say  that  they  would  just  as 
soon  lose  us  than  us  lose  them. 

In  the  Budget  Summary  Book,  that  we  produced  summarizing 
the  budget,  there  is  a  write-up  on  the  Forest  Service  that  describes 
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their  budget  proposals,  and  of  course  they  are  a  part  of  our  Depart- 
ment. 

Mr.  Thornton.  Thank  you.  I  yield  back  the  balance  of  my  time. 

Mr.  DURBIN.  Thank  you.  Mr.  Myers. 

BUDGET  REDUCTIONS 

Mr,  Myers.  Thank  you,  Mr.  Chairman. 

And  Steve,  you  have  been  coming  before  this  committee  for  a 
great  many  years.  I  am  just  trjdng  to  work  out  your  budget  sum- 
mary. I  realize  that  I  have  been  here  more  years  than  anybody. 
Bob,  you  have  been  here  a  good  many  years  too. 

I  am  going  to  go  back  to  see  the  first  budget  summary  for  our 
entire  federal  government.  This  summary  is  103  pages.  As  I  recall, 
the  first  summary  was  less  than  half  this  for  the  entire  federal 
budget.  That  will  give  you  some  idea  of  how  our  budget  has  grown, 
through  no  fault  of  yours.  One  of  the  criticisms  I  have  is  how  much 
government  has  grown,  and  this  is  what  we  all  fight  all  of  the  time. 

I  was  interested  here  to  see  that  you  are  calling  for  about  a  three 
percent  reduction  in  the  agricultural  appropriation  request.  But 
when  you  analyze  and  look  where  this  comes  from,  the  food  and 
nutrition  programs  have  a  significant  increase,  about  a  22.5-per- 
cent increase.  So  the  reduction  is  coming  out  of  those  programs 
that  will  give  help  and  assistance  to  farm  producers,  and  agri- 
culture farm  crop  assistance. 

The  Foreign  Agricultural  Service  is  being  reduced.  That  is  one 
thing  that  the  farmers  cannot  really  do  by  themselves.  Maybe  they 
can  do  without  some  of  these  programs.  A  lot  of  farmers  are  ready 
to  do  that.  But  they  do  need  help  to  be  competitive  with  the  Euro- 
pean Common  Market  and  elsewhere.  I  am  concerned  that  this  re- 
duction may  be,  in  some  areas  like  this,  more  than  it  should  be. 

But  in  the  overall,  the  American  people  are  going  to  look  at  this 
budget,  and  say  it  is  a  three  percent  reduction.  We  are  going  in  the 
right  direction.  But  when  you  look  at  it  and  analyze  it  here,  the 
total,  60  percent  of  it,  is  really  not  helping  farmers.  So  it  is  kind 
of  unfair  I  think  to  American  farmers  to  blast  them  about  this  huge 
agricultural  appropriation  when  the  farmers  really  are  not  enjoying 
most  of  the  benefits  from  it. 

How  many  hours  did  you  spend  working  this  budget  out  with 
0MB,  are  you  at  liberty  to  tell  us? 

Mr.  Dewhurst.  a  lot.  We  worked  with  0MB  intensely  from  the 
first  of  October  into  mid-January  before  this  budget  was  finally 
produced. 

Mr.  Myers.  You  have  to  defend  this  budget,  and  I  am  not  trying 
to  pick  you  apart.  But  serving  under  both  Democrats  and  Repub- 
licans, I  know  that  the  Office  of  Management  and  Budget,  is  a  real 
problem.  I  know  that  your  concern  is  to  help  agriculture,  and  some- 
times they  look  at  a  bigger  picture,  or  look  at  a  different  picture 
than  you  do. 

This  is  not  your  product,  is  it,  it  is  something  that  you  had  to 
work  out  with  them,  am  I  correct  in  making  that  analysis? 

Mr.  Dewhurst.  There  are  a  lot  of  compromises  in  these  num- 
bers. 

Mr.  Myers.  You  are  being  very  kind  using  compromises. 
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Mr.  Dewhurst.  The  Secretary  will  tell  you,  I  think,  that  he 
talked  about  this  budget  with  the  President.  It  went  that  high. 

GENERAL  SERVICES  ADMINISTRATION 

Mr.  Myers.  Also,  Mr.  Skeen  was  talking  about  the  General  Serv- 
ices Administration.  That  has  always  bothered  me  in  other  commit- 
tees that  I  have  served  on  through  the  years.  I  was  on  the  Treas- 
ury subcommittee  years  ago.  The  (General  Services  Administration 
comes  in  for  a  huge  hunk  of  money  on  their  own.  I  always  ask 
them  how  about  the  money  you  handled  for  others.  "Oh,  we  really 
never  handled  that.  It  is  just  administrative.  It  is  just  book  work," 
they  said.  But  it  comes  out  of  your  hide. 

So  many  agencies  do  this.  User  fees  is  somewhat  the  same  way. 
I  see  that  you  have  a  lot  of  user  fees  in  your  request  that  probably 
will  never  be  enacted,  if  history  is  any  indication  of  what  Congress 
is  likely  to  do. 

So  is  there  a  likelihood  to  come  back  if  some  of  these  user  fees 
are  not  enacted?  Will  there  have  to  be  another  supplemental? 

Am  I  correct  on  that,  to  take  care  of  some  of  these  problems,  or 
it  is  going  to  come  out  of  the  hide  of  some  of  these  programs? 

Mr.  Dewhurst.  The  numbers  that  we  have  given  your  Sub- 
committee that  the  President  sent  to  you  do  not  assume  enactment 
of  those  user  fees.  So  the  numbers  that  you  have  before  you  are 
adequate  to  run  these  programs.  The  budget  says  if  we  get  the  fees 
that  we  will  come  back  and  change  it. 

Mr.  Myers.  That  is  where  the  $400  million  is  at  the  end  where 
you  say  here  rescissions? 

Mr.  Dewhurst.  That  is  right. 

FEDERAL  CROP  INSURANCE  ._  i     ., 

Mr.  Myers.  Okay.  The  $50  insurance  fee,  I  believe  you  call  it,  for 
the  Federal  Crop  Insurance  proposal. 

What  does  the  farmer  get?  The  farm  operator  out  there  gives  you 
$50  to  operate  2000  acres,  or  the  guy  who  works  in  town  and  lives 
on  a  farm  and  has  20  acres  and  he  pays  the  $50  fee.  What  does 
he  get  for  that? 

Mr.  Dewhurst.  If  the  farmer  is  a  participant  in  our  farm  pro- 
grams, and  he  comes  in  to  sign  up  or  whatever,  he  will  be  offered 
this  free  insurance. 

Mr.  Myers.  What  insurance  does  he  get  for  that  $50? 

Mr.  Dewhurst.  What  he  is  going  to  get,  as  I  understand  it,  is 
protection.  Assume  that  he  had  a  total  crop  loss.  He  would  get  60 
percent  of  50  percent  of  his  crop.  In  other  words,  it  protects  him 
for  losses  beyond  50  percent  to  the  extent  of  60  percent  of  that  loss. 

Mr.  Myers.  Whatever  his  county  base  is  for  that  crop? 

Mr.  Dewhurst.  It  would  be  based  on  his  actual  production. 

Mr.  Myers.  His  farm  actual  protection? 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Myers.  For  the  previous  three  years  or  something  like  that? 

Mr.  Dewhurst.  I  have  to  be  a  little  careful  here,  because  I  am 
not  sure  that  I  am  expert  witness  on  this,  but  the  Congress  speci- 
fied in  the  laws  that  it  passed  last  year  that  we  go  to  an  actual 
production  history  system  for  crop  insurance.  And  this  would  not 
change  that.  < 
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Mr.  Myers.  These  are  three  to  five  year  figures  or  something  like 
that. 

Mr.  Dewhurst.  Yes.  He  would  also  have  the  opportunity  to  buy 
more  protection  at  a  subsidized  rate  of  premium.  So  if  he  chose  to 
do  that,  he  would  have  better  coverage.  But  he  would  get  some- 
thing. Everybody  would  get  something. 

Mr.  Myers.  I  do  not  operate  my  farms.  I  have  a  tenant. 

Would  we  each  pay  $50  to  get  into  the  program? 

Mr.  Dewhurst.  You  pay  $50  per  policy  up  to  a  limit  of  $100.  So 
if  you  grow  two  crops,  and  you  want  insurance  on  both  of  those 
crops,  you  would  pay  $50  each.  You  would  have  a  separate  policy 
on  each  crop.  So  you  would  pay  $100.  If  you  had  three  crops,  you 
would  still  pay  $100. 

Mr.  Myers.  What  about  the  operator  out  there  who  actually  does 
the  work?  I  sit  back  here  and  cheer  and  pray. 

Mr.  Dewhurst.  I  do  not  know  who  owns  the  policy.  It  seems  to 
me  whoever  is  a  participant  in  the  farm  programs  whose  name  is 
on  the  line  would  end  up  owning  the  policy. 

Mr.  Myers.  I  was  not  certain  the  way  that  it  was  described 
whether  it  was  just  an  entry  fee  or  whether  actually  there  was 
some  insurance. 

So  there  is  some  insurance  that  goes  along  with  that  $50,  more 
than  just  an  entry  fee  into  the  program? 

Mr.  Dewhurst.  Yes.  The  fee  is  just  a  processing  fee  to  defray  the 
cost  either  to  the  government  or  to  the  private  insurance  company 
of  processing  that  policy,  but  it  is  not  a  premium  charge.  It  is  just 
a  fee. 

watershed  and  flood  protection  supplemental 

Mr.  Myers.  I  was  not  really  clear  on  the  supplemental  request 
here,  the  $340  million  for  watershed  and  flood  prevention. 

In  one  place,  you  take  out  $260  million  on  the  Soil  Conservation 
service.  You  reduce  it  but  then  you  have  a  supplemental  request 
for  $340  million. 

Mr.  Dewhurst.  The  supplemental  request  is  not  in  the  numbers 
on  the  first  SCS  table  that  you  looked  at.  All  that  table  has  is  what 
you  gave  these  programs  in  1994  for  their  ongoing  operations. 

The  supplemental  the  President  sent  up  is  for  flood  relief  effort 
in  the  midwest.  It  is  a  one-time  set  of  numbers  that  would  buy 
levee  repair,  technical  assistance  and  some  emergency  wetlands  re- 
serve land  to  help  deal  with  the  flood  situation  in  the  midwest. 

There  is  a  difference  between  the  flood  relief  effort  and  the  ongo- 
ing SCS  non-emergency  watershed  program,  which  would  be 
phased  out  in  this  budget. 

Mr.  Myers.  Well,  see  that  is  what  troubles  me  by  reducing  the 
planning  money  for  the  watersheds  and  the  flood  prevention  oper- 
ations, cut  by — gosh,  cut  by  80  percent. 

Here  we  had  the  big  floods  in  the  midwest,  you  had  floods  else- 
where last  year  and  it  cost  us  billions  of  dollars  in  damages,  direct 
help  as  well  as  insurance  losses  and  yet  we  are  cutting  down — in 
the  future  cutting  down  any  planning  for  flood  prevention. 

Was  that  your  idea?  Or  was  that  OMB's  idea? 
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Mr.  Dewhurst.  Well,  you  are  correct.  The  ongoing  program 
would  not  be  there.  How  can  I  answer  your  question?  It  was  not 
the  idea  of  the  Secretary  of  Agriculture. 

Mr.  Myers.  Okay.  That  is  sufficient.  I  understand  what  kind  of 
rules  you  are  playing  under  here  but  we  do  not  play  under  any 
rules  down  here.  It  is  bare  knuckles  down  here.  And  bare  some 
place  else  once  in  a  while. 

Okay.  I  think  we  are  going  to  have  problems  this  year,  it  looks 
to  me  like. 

Are  you  wanting  me  to  yield? 

Mr.  Skeen.  Would  you  yield? 

Mr.  Myers.  Certainly. 

Mr.  Skeen.  You  might  have  mentioned  how  many  years  Steve 
has  been  coming  up  here  but  did  you  notice  one  thing?  We  get  older 
looking  and  Steve  stays  the  same  all  the  time  and  I  think  that  he 
is  getting  the  better  end  of  this  deal. 

Mr.  Dewhurst.  I  do  not  know.  You  have  a  tougher  job  than  I  do. 

Mr.  Skeen.  Well,  I  might  add  you  are  weathering  very  well, 
Steve.  We  just  wanted  to  tell  you  we  always  enjoy  seeing  you. 

Mr.  Myers.  I  am  kind  of  reluctant  this  year  to  talk  about  how 
many  years  I  have  been  here.  I  have  too  many  people  back  in  Indi- 
ana talking  about  that.  [Laughter.] 

Thank  you,  Steve. 

Mr.  DURBIN.  Thank  you. 

Mr.  Peterson? 

FOOD  STAMP  FUNDING 

Mr.  Peterson.  Thank  you,  Mr.  Chairman. 

I  share  some  of  the  concerns  that  Mr.  Myers  has  expressed.  We 
may  have  to  change  the  name  of  the  department  here  pretty  soon 
because  we  are  really  not  into  agriculture  any  more,  we  are  into 
other  things. 

And  to  the  point  where  we  are  not  really  doing  a  whole  lot  on 
the  farm,  we  are  doing  much  more  into  something  else,  into  the 
processing  or  into  the  nutritional  areas,  and  we  may  ultimately 
have  to  look  at  it  because  we  are  sending  all  the  wrong  messages 
and,  frankly,  the  farmer,  the  little  guy  out  there  in  the  field,  is  tak- 
ing all  the  hits  for  all  of  the  works  that  we  are  not  doing  in  that 
regard. 

Just  a  couple  of  questions,  really,  on  the  nutritional  area  where 
we  have  all  the  money. 

I  am  confused,  Steve,  actually,  and  you  do  a  good  job  and  I  know 
you  will  be  able  to  explain  this  in  just  a  jiffy.  But  we  put 
$28,136,000  into  food  stamps  last  year  plus  a  contingency  fund  of 
$2.5  billion,  but  yesterday  we  got  a  briefing  that  indicated  we  were 
going  to  save — actually,  it  would  be  a  reduction  of  about  $600  mil- 
lion in  the  program.  And  this  year  now  you  are  asking  for 
$27,687,000  but  parenthetically  listed  $28,136,000. 

The  numbers  have  me  confused  on  food  stamps  as  to  what  we 
distributed  in  past  years,  as  to  what  you  are  asking  for  this  year, 
and  now  what  you  have  on  your  little  briefing  chart. 

Can  you  break  this  out  for  us  and  put  this  in  layman's  terms  so 
that  we  know  where  are? 

Mr.  Dewhurst.  Hold  up  one  second,  please. 
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Mr.  DURBIN.  Mr.  Peterson,  if  you  would  yield  for  a  second,  I 
think  part  of  the  misunderstanding  came  about  because  in  our 
briefing  yesterday  Puerto  Rico  was  included  in  the  $28  billion  fig- 
ure and  for  the  purposes  of  comparison  today  it  is  being  excluded, 
so  we  perhaps  do  not  have  the  decrease  we  had  anticipated. 

Mr.  Peterson.  But  Puerto  Rico  is  listed  as  a  separate  line  item 
on  the  briefing  chart. 

Mr.  DuRBiN.  Yesterday  I  believe  it  was  included  for  the  1994 
level  budget  and  they  are  excluding  it. 

But  perhaps  Mr.  Dewhurst  has  an  observation  to  clear  it  up,  too. 

Mr.  Dewhurst.  Well,  I  wish  I  had  an  easy  way  to  make  all  these 
number  problems  go  away  but  I  cannot  do  that. 

In  the  number  that  you  appropriate,  the  Chairman  is  absolutely 
correct.  You  combine  the  regular  food  stamp  program  and  the  nu- 
trition block  grant  for  Puerto  Rico  together.  When  we  come  up  here 
and  make  a  presentation,  we  tend  to  break  them  out  so  you  can 
see  the  two  programs. 

We  present  a  budget  in  terms  of  the  net  appropriation  we  are  re- 
questing of  the  Committee.  There  have  been  some  news  reports,  for 
instance,  in  the  last  few  days  that  the  Food  Stamp  Program  has 
been  cut  by  $300  million.  The  folks  that  write  those  articles  are 
looking  at  cash  outlay  numbers,  not  at  appropriations  request  num- 
bers and  we  unfortunately  in  the  government  have  two  sets  of 
books,  one  for  budget  authority  and  one  for  outlays. 

Outlays  are  down  in  the  Food  Stamp  Program  slightly  in  1995. 
However,  that  has  to  do  with  the  technical  timing  of  food  stamps 
flowing  through  the  system  as  they  are  redeemed  and  when  they 
get  to  the  Treasury.  There  are  no  proposals,  substantive  proposals, 
in  this  budget  to  reduce  the  food  stamp  program.  The  proposal  is 
to  meet  some  increased  costs  in  the  Food  Stamp  Program. 

We  carry  the  $2.5  billion  contingency  as  a  constant  in  the  budg- 
et. In  other  words,  the  recommendation  is  that  we  have  a  $2.5  bil- 
lion contingency  in  1995,  the  same  way  we  have  in  1994. 

Mr.  Peterson.  Let  me  ask  on  that  point,  the  difference  here  that 
you  are  showing  for  the  1994,  is  that  because  you  do  not  anticipate 
using  part  of  that  $2.5  billion?  Given  that  the  unemployment  has 
come  down  and  a  number  of  other  factors? 

Mr.  Dewhurst.  We  are  not  planning  to  use  the  $2.5  billion  con- 
tingency in  1994  or  1995. 

Mr.  Peterson.  Is  that  how  you  have  arrived  at  your  number 
here? 

Mr.  Dewhurst.  The  1995  request  for  the  Food  Stamp  Program 
is  a  current  services  request.  Like  the  Child  Nutrition  Programs, 
there  are  no  policy  proposals  to  reduce  the  Food  Stamp  Program. 
I  think  the  problem  is  the  1994  figure  you  mentioned  of  $28.1  bil- 
lion includes  $1.1  billion  for  the  block  grant  to  Puerto  Rico  while 
the  1995  number  of  $27.7  billion  excludes  the  $1.1  billion  for  the 
block  grant.  I  am  more  than  happy  to  provide  a  table  or  something 
that  tracks  sdl  these  numbers. 

[This  information  follows:]  , 
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FOOD  STAMP  AND  NUTRITION  ASSISTANCE  TO  PUERTO  RICO  PROGRAMS 

[In  thousands  of  dollars] 

Fiscal  year  1994       Fiscal  year  1995  Difference 

Food  Stamp  Program  $27,045,655        $27,687,710  $642,055 

Nutrition  Assistance  to  Puerto  Rico 1,091,000  1,143,000  52,000 

Total  28,136,655  28,830,710  694,055 

The  1995  President's  Budget  separates  the  Nutrition  Program  for  Puerto  Rico 
from  the  Food  Stamp  Program.  The  1994  appropriation  provided  $28.1  biUion  for 
the  combination  of  the  Food  Stamp  Program  and  Nutrition  Assistance  to  Puerto 
Rico.  The  1995  Food  Stamp  Program  request  does  not  include  Nutrition  Assistance 
to  Puerto  Rico.  Looking  at  the  above  table,  the  Food  Stamp  Program  increases  by 
$642. 1  million  and  Nutrition  Assistance  to  Puerto  Rico  increases  by  $52  million. 

ELECTRONIC  BENEFITS  TRANSFER 

Mr.  Peterson.  Okay.  Do  any  of  these  numbers  reflect  a  change 
within  the  administration  part  of  the  food  stamp  program?  That  is 
to  say  to  go  to  the  electronic  processing  and  would  that  actually  in 
your  numbers  be  a  savings  if  we  did  go  to  that  process? 

Mr.  Dewhurst.  There  is  some  money  in  the  food  stamp  budget 
by  way  of  an  increase  to  help  finance  the  installation  of  the  com- 
puters that  are  necessary  for  electronic  benefits  transfer  systems. 

Let  me  try  to  say  something  here.  The  electronic  benefits  trans- 
fer systems  would  reduce  fraud  at  the  retail  level,  for  instance,  be- 
cause there  would  not  be  all  this  paper  floating  around  that  people 
could  traffic  in.  But  that  does  not  necessarily  produce  a  savings  in 
the  budget.  All  that  means  is  that  the  food  stamps  would  be  used 
for  the  purpose  for  which  we  finance  those  food  stamps. 

Electronic  benefits  transfer  may  save  some  money  down  the  road 
in  administrative  costs  because  it  would  not  have  to  print  the 
stamps,  it  would  not  have  to  do  some  other  things,  but  those 
changes  are  a  ways  off  and  what  you  are  going  to  see  in  the  budget 
in  the  next  year  or  two  are  some  monies  to  get  those  automated 
systems  in  place. 

Mr.  Peterson.  And  we  offer  incentives  for  the  States  to  do  that? 
Obviously  the  fraud  aspect  of  this  is  fairly  high.  The  numbers  are 
incredible,  in  my  view.  And  so  while  it  may  not  sound  like  a  lot 
of  savings,  it  is  ultimately  going  to  be  a  lot  of  savings  if  we  can 
make  sure  that  those  monies  go  for  the  purpose  for  which  they 
were  provided. 

Mr.  Dewhurst.  Well,  the  answer  to  your  question  is  yes.  The  As- 
sistant Secretary,  Ms.  Haas,  is  working  with  a  whole  bunch  of  the 
States  that  have  higher  rates  and  problems  in  the  program  to  try 
to  fix  those  problems.  She  has  spent  an  extraordinary  amount  of 
time  meeting  with  state  people  and  working  with  welfare  commis- 
sioners and  doing  everything  that  we  can  do  to  help  get  those  num- 
bers straightened  out. 

Mr.  Peterson.  Okay.  I  will  yield  back  the  balance  of  my  time 
but  I  am  very  concerned  about  the  big  bucks  in  this  budget  and 
they  are  right  there  in  those  food  stamps  and  I  think  that — I  would 
hope  that  we  as  a  committee  look  at  that  very  closely  and  make 
sure  that  we  get  some  sort  of  changes  made  in  movement  into  the 
electronic  transfer  system.  I  think  that  is  something  we  just  cannot 
wait  for  any  more  pilot  programs.  We  have  heard  that  as  long  as 
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I  have  been  around  here  and  it  just  has  not  happened.  So  I  would 
encourage  the  Department  to  start  looking  at  that  very  seriously. 

FOOD  STAMP  ERROR  REDUCTION 

Mr.  DURBIN.  If  the  gentleman  would  5deld  for  a  moment,  I  think 
he  raises  a  good  question  which  we  will  follow  through  with  when 
the  Inspector  General  testifies. 

Mr.  Dewhurst,  the  budget  statement  given  to  us  has  in  the  sec- 
tion relating  to  food  stamps  the  following  statement: 

With  respect  to  error  reduction  efforts,  some  administrative  simplification  and 
greater  managerial  efforts  to  reduce  errors  are  expected  to  be  highly  cost  beneficial 
since  annual  overpayments  approach  $1.8  billion  in  the  food  stamp  program. 

What  is  it  that  you  are  going  to  do  by  way  of  administrative  sim- 
plification and  managerial  efforts  to  address  this? 

Mr.  Dewhurst.  I  think  it  is  important  to  understand  that  when 
we  talk  about  these  error  rates  of  $1.8  billion,  what  we  are  talking 
about  are  mistakes  that  happen  at  the  level  where  people  sign  up 
for  the  program.  People  either  are  signed  up  who  are  not  eligible 
or,  more  often,  people  who  are  signed  up  get  more  than  they  are 
entitled  to,  and  the  Department's  analysis  has  shown  that  while 
there  is  some  fraud  involved,  most  of  the  time  it  is  simple  mistakes 
on  the  part  of  the  welfare  workers  and  that  those  mistakes  trace 
to  the  complexity  of  the  Food  Stamp  Program. 

So  there  are  a  number  of  initiatives  under  way  to  simplify  the 
delivery  of  the  program,  simplify  the  forms,  simplify  the  calcula- 
tions, tie  food  stamps  and  other  welfare  programs  more  closely  to- 
gether so  that  you  are  not  doing  numbers  of  different  calculations 
for  the  different  programs  in  order  to  bring  those  error  rates  down. 

But  the  $1.8  billion,  you  know,  that  is  a  real  number. 

Mr.  DURBIN.  Well,  let  me  just  say,  and  I  do  not  want  to  dwell 
on  it  because  this  is  not  your  area  of  expertise  but  the  first  ques- 
tion that  I  asked  as  Chairman  of  this  committee  of  the  people  who 
were  responsible  for  the  Food  Stamp  Program  was  whether  there 
is  a  more  cost  efficient  way  to  feed  hungry  people  in  America.  And 
I  think  the  record  will  reflect  that  they  were  at  a  loss  to  answer 
that  question. 

I  hope  as  part  of  welfare  reform  we  actually  put  on  the  table 
whether  or  not  we  should  continue  the  Food  Stamp  Program.  Ask 
any — well,  I  am  not  going  to  get  into  that  now.  But  let  me  just — 
I  was  getting  wound  up  and  I  do  not  want  to. 

Thank  you  very  much  for  your  testimony. 

Mr.  Peterson.  Mr.  Chairman,  since  I  yielded,  can  I  have  that 
back  for  just  a  second? 
.    Mr.  DURBIN.  Sure.  Of  course. 

FOOD  STAMP  STATE  ADMINISTRATION 

Mr.  Peterson.  As  a  closure  on  this,  we  have  the  States  manag- 
ing Federal  monies.  They  are  essentially  putting  out  Federal  mon- 
ies. I  do  not  see  a  lot  of  incentives  for  them  to  do  it  right.  I  know 
we  have  some  penalty  processes.  In  fact,  Florida,  my  state,  was 
fined  just  recently  a  fairly  large  amount. 

But  it  seems  to  me  we  have  got  to  go  back  to  the  crux  of  this 
thing  and  ensure  that  there  is  something  out  there  that  when  we 
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send  this  pot  of  money  to  the  States  that  they  guard  it  to  the  same 
levels  that  we  would  hopefully  do  at  the  federal  level. 

I  think  they  have  a  license  to  steal  here  in  a  sense,  not  nega- 
tively but  in  a  figurative  manner  because  there  are  not  enough  in- 
centives for  them  to  really  do  the  job  right  and  I  want  to  get  more 
bang  for  the  buck  on  this  program  because  it  is  just  growing  at  too 
high  a  level  every  year  and  we  cannot  continue  this  without  some 
sort  of  administrative  reform. 

Mr.  Myers.  Would  you  yield  just  for  a  brief  comment  on  this? 

You  are  hitting  the  nail  right  on  the  head  and  that  is  one  of  the 
problems  that  we  have  had  for  years  with  the  food  stamp  program, 
I  was  here  just  shortly  after  it  started  and  I  know  that  we  never 
envisioned  it  would  ever  grow  to  the  point  where  it  is  today.  But 
it  is  really  not  legally  an  entitlement  but  it  operates  as  one,  where 
we  have  little  control  over  it  here  and  we  do  not  send  them  a  buck- 
etful of  money  to  the  state.  I  wish  we  did.  Then  we  could  tell  them 
that  is  all  there  is  in  the  bucket,  when  that  is  gone,  you  have  got 
to  make  the  best  of  it. 

What  we  do  really  is  send  them  a  check  signed  with  the  amount 
left  open  and  that  is  even  worse.  That  is  what  you  are  addressing 
right  here.  There  are  just  not  enough  control  over  it.  We  have  tried 
different  kinds  of  audits  through  the  years  and  have  run  up 
against  either  a  legal  wall  or  a  willingness  to  comply  law.  The 
States  just  have  no  way  to  comply  because  they  know  they  can  get 
the  money,  welfare  agencies  pass  it  out.  So  you  hit  the  nail  right 
on  the  head. 

We  in  this  committee  cannot  do  much  about  it  but  collectively 
Congress  sure  could. 

Mr.  Peterson.  And  the  Department,  too,  though.  If  they  really 
wanted  to  make  some  reform  measures,  this  is  one  where  they 
could  really 

Mr.  Myers.  Only  through  recommendation.  We  are  going  to  have 
to  change  the  law.  They  find  themselves  in  the  same  position  this 
committee  finds  itself  in.  We  are  obligated  by  law  today  to  go 
ahead  and  do  just  what  we  are  doing  now.  They  have  to  do  the 
same  thing,  too.  I  think  some  departments  have  tried  to  do  it. 

We  had  the  pilot  several  years  ago.  We  set  up  a  work  program. 
That  got  shot  right  out.  About  ten  years  ago.  It  got  shot  right  out 
of  the  water  where  those  people  coming  in  who  did  not  have  money 
to  buy  the  food  stamps  would  have  to  work  or  sign  up  for  work  if 
they  were  capable  and  that  did  not  last  long. 

Mr.  DURBIN.  Gentlemen,  I  am  not  sure  who  would  yield  at  this 
point.  I  think  I  read  recently  of  an  expose  about  that  very  work 
program.  It  turned  out  to  be  a  total  waste  of  time.  People  were  bor- 
rowing papers  saying  that  they  were  going  out  looking  for  jobs. 

Am  I  correct?  Was  this  not  a  subject  of  investigation  recently? 

Mr.  Dewhurst.  I  think  it  was,  yes,  sir. 

Mr.  DURBIN.  Ms.  DeLauro? 

Mr.  Peterson.  Let  me  give  it  back  to  the  Chairman. 

Mr.  DURBIN.  Okay. 

FOOD  STAMP  PARTICIPATION 

Ms.  DeLauro.  Certainly  we  are  going  to  get  into  some  of  these 
questions  with  the  Inspector  General  but  I  would  just  say  that  it 
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would  seem  to  me,  if  we  have  a  27  million  person  need — I  am  talk- 
ing about  the  number  of  people  who  are  utilizing  food  stamps — we 
ought  to  do  something  about  the  program  in  order  to  tighten  it  up. 

And  it  seems  to  me  that  we  can  do  that,  that  we  ought  to  be  able 
to  do  that  as  a  congressional  body,  as  the  Federal  Government.  I 
do  not  think  what  we  ought  to  do  is  to  have  this  program  wind  up 
in  the  emotional  arguments  that  it  normally  winds  up  into  as  to 
who  is  on,  who  is  not  on. 

I  think  we  have  to  be  really  honest  about  the  need  that  we  have 
and  then  look  at  a  program  that  cuts  as  far  as  possible  the  oppor- 
tunity for  there  to  be  fraud  and  that  we  have  the  kinds  of  controls 
that  my  colleagues  are  talking  about. 

I  think  that  also,  as  Members,  we  ought  to  take  it  out  of  the 
realm  of  the  political  football  kind  of  a  program  that  it  may  have 
gotten  to  be  at  some  points  and  to  try  to  focus  in  on  what  that  cry- 
ing need  is  out  there  for  people  to  use  this  kind  of  a  system  and 
then  try  to  turn  this  into  something  that  works  in  the  best  possible 
way. 

Mr.  DURBIN.  Do  you  want  to  proceed?  Would  you  like  to  ask  any 
further  questions? 

Ms.  DeLauro.  No. 

Mr.  DURBIN.  Okay. 

Mr.  Walsh? 

Mr.  Walsh.  Thank  you,  Mr.  Chairman.  There  has  certainly  been 
a  lot  of  discussion  on  food  stamps  and  I  would  agree  that  the  idea 
of  using  a  debit  card  I  think  is  a  really  good  idea,  that  the  potential 
for  abuse  would  be  reduced  dramatically.  There  is  a  need,  I  think, 
that  we  provide  some  sort  of  financial  aid  to  individuals  to  buy 
food,  to  supplement  their  income,  especially  those  on  public  assist- 
ance. 

But  we  do  owe  it  to  the  public  to  eliminate  the  abuse  in  the  sys- 
tem. And  food  stamps  are  being  used  for  prostitution,  for  drugs, 
and  for  a  variety  of  other  illegal  purposes.  And  there  are  ways  to 
get  around  that,  I  think.  There  are  ways  for  us  to  control  and 
eliminate  these  abuses  and  we  should  do  that.  So  I  would  like  to 
associate  myself  with  the  remarks  of  all  my  colleagues  on  this. 

Just  a  couple  of  points.  On  this  insurance  business,  I  cannot  for 
the  life  of  me  imagine  Congress  not  responding  to  a  disaster,  a  nat- 
ural disaster,  in  farm  country  or  in  any  part  of  the  country,  actu- 
ally, but  specifically  what  this  does,  as  I  understand  it,  would 
eliminate  catastrophic  aid  to  farmers.  Is  that  correct? 

FEDERAL  CROP  INSURANCE  PROPOSAL 

Mr.  Dewhurst.  Well,  it  would  provide  some  catastrophic  aid 
through  the  insurance  mechanism. 

Mr.  Walsh.  If  you  participated  in  this  insurance. 

Mr.  Dewhurst.  Yes.  But  it  would  be  mandatory  to  participate  if 
you  are  participating  in  USDA  Farm  or  Farmers  Home  programs. 

Mr.  Walsh.  So  this  is  another  federal  program  where  we  are  now 
going  to  mandate  that  individuals  buy  government  insurance. 

Mr.  Dewhurst.  Well,  they  would  be  getting  the  insurance.  They 
would  have  to  pay  a  fee  but  they  would  not  be  paying  any  premium 
on  that  coverage.  I  mean,  I  do  not  want  to  really  argue  with  you. 
What  they  are  going  to  pay  is  $50  a  policy. 
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Mr.  Walsh.  It  just  strikes  me  as  another  way  for  government  to 
take  over  another  portion  of  the  private  sector  which  is  insurance 
and  we  are  talking  about  doing  that  in  health  insurance,  eliminat- 
ing insurance  agents. 

Now,  what  would  the  impact  be  here  on  insurance  agents  who 
sell  crop  insurance? 

Mr.  Dewhurst.  As  I  understand  it,  with  respect  to  what  we  call 
free  coverage,  the  producer  would  have  a  choice.  He  could  get  that 
coverage  in  his  ASCS  office  when  he  signs  up  for  the  farm  pro- 
grams or  he  could  get  that  same  coverage  from  a  private  insurance 
agent.  But  the  ASCS  will  not  be  permitted  to  sell  insurance.  In 
other  words,  to  the  extent  that  producer  wants  additional  sub- 
sidized coverage  at  levels  beyond  that  base  level,  he  would  have  to 
buy  that  from  a  private  insurance  agent. 

Mr.  Walsh.  But  the  initial  $50  he  could  buy  either  from  ASCS 
or  his  agent. 

Mr.  Dewhurst.  That  is  my  understanding,  yes. 

Mr.  Walsh.  And  this  is  mandatory.  If  you  participate  in  a  gov- 
ernment program  you  have  to  plunk  down  your  $50. 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Walsh.  And  what  if  they  do  not? 

Mr.  Dewhurst.  There  is  a  compliance.  I  mean,  if  you 

Mr.  Walsh.  So  if  you  participated  in  this  program  for  25  years 
and  now  you  are  required  to  plunk  down  $50  and  you  do  not  want 
to  plunk  down  the  $50,  you  are  out  of  the  program. 

Mr.  Dewhurst.  That  is  my  understanding.  Yes,  sir. 

Mr.  Walsh.  Under  this  new  concept,  is  there  any  way  that  a 
farmer  can  be  compensated  for  damages  due  to  weather  or  natural 
disaster  if  they  have  not  paid  their  $50? 

Mr.  Dewhurst.  No.  I  am  thinking  through  your  question.  If  he 
does  not  have  the  insurance,  the  insurance  would  not  cover  it  and 
there  is  no  other  way  that  it  would  be  covered. 

Mr.  Walsh.  How  did  you  arrive  at  $50  per  farm?  Is  that  actuari- 
ally sound? 

Mr.  Dewhurst.  It  is  not  an  actuarial  fee  because  it  is  not  a  pre- 
mium. It  is  simply  a  cost.  It  is  designed  to  defray  the  cost  of  proc- 
essing that  policy  by  the  private  insurance  company  that  will  ulti- 
mately end  up  administering  it. 

Mr.  Walsh.  So  this  $50  that  is  generated  from  each  farm  will  not 
be  used  toward  offsetting  losses. 

Mr.  Dewhurst.  No.  It  just  defrays  the  cost  of  delivering  the  pol- 
icy or  sending  the  claims  agent  out  or  the  different  things  that 
have  to  be  done.  It  is  $50  per  policy  up  to  a  limit  of  $100.  You  usu- 
ally buy  a  policy  on  a  crop  so  unless  you  had  a  farm  that  grew  only 
one  crop,  it  could  be  up  to  $100. 

Mr.  Walsh.  I  am  not  sure  I  understand  the  purpose  of  this  pro- 
gram, then,  if  the  fee  only  covers  the  cost  of  processing  this  new 
insurance  form, 

federal  crop  insurance 

Mr.  Dewhurst.  This  is  a  more  expensive  crop  insurance  program 
than  the  one  we  now  have,  if  you  just  look  at  crop  insurance,  be- 
cause even  with  a  fee,  we  are  providing  a  lot  of  free  insurance.  The 
administration's  position  is  that  the  cost  of  providing  that  kind  of 
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coverage  under  a  crop  insurance  program  is  less  than  the  combined 
cost  of  the  current  crop  insurance  program  and  current  disaster 
payments.  The  feeHng  is  that  the  coverage  that  people  get  under 
this  insurance  would  compensate  them  for  catastrophic  losses. 
They  would  not  have  disaster  payments,  if  they  had  that  coverage. 
Mr.  Walsh.  Well,  we  had  this  discussion  last  year.  My  feeling  is 
that  we  are  always  going  to  pay  for  disaster  relief,  no  matter  w-hat 
the  situation  is,  because  we  respond  to  people's  problems.  We  al- 
ways have  and  we  always  will  and  my  preference  would  be  to  take 
the  subsidy  out  of  crop  insurance  and  put  it  into  a  fund  that  we 
can  use  to  deal  with  these  catastrophes  as  they  arise.  I  think  we 
are  going  down  the  wrong  road  with  this  program. 

WATERSHED  PROTECTION 

On  watershed  protection,  as  I  understand  it,  this  has  been  re- 
duced by  approximately  $200  million  for  this  year  because  there  is 
a  supplemental  bill  in  the  neighborhood  of  $350  million.  Is  that 
right? 

Mr.  Dewhurst.  Not  quite.  I  would  not  want  to  mislead  you  about 
that.  The  President's  supplemental  is  designed  to  provide  for  the 
flood  relief  effort  in  the  midwest  and  some  other  disasters  around 
the  country,  but  the  1995  budget  proposal  has  to  do  with  the  long- 
term  future  of  the  base  ongoing  program.  In  point  of  fact,  what  the 
budget  does  is  phase  that  program  out  after  1995. 

Mr.  Walsh.  So  this  is  not  just  a  response  to  the  flood  disaster 
in  the  supplemental  but  this  will  eliminate  this  program. 

Mr.  Dewhurst.  Yes,  sir.  That  is  correct. 

Mr.  Walsh.  And  the  ongoing  operations  of  the  watershed  protec- 
tion program  that  will  be  eliminated,  could  you  sum  up  briefly 
what  those  operations  are?  What  they  do  now? 

Mr.  Dewhurst.  Yes,  sir.  We  have  a  number  of  active  watershed 
projects  around  the  country,  the  last  time  I  counted  some  800  ac- 
tive projects.  The  Soil  Conservation  provides  two  kinds  of  assist- 
ance with  respect  to  those  projects.  It  provides  technical  assistance 
in  the  sense  of  SCS  people  out  there  working  with  the  sponsors  on 
the  design  of  measures  and  those  sorts  of  things,  and  it  also  pro- 
vides some  financial  assistance.  To  the  extent  that  those  projects 
are  for  flood  prevention  purposes,  the  Government  will  pay  up  to 
half  the  cost  of  that  project. 

We  also  have  a  lending  program  in  Farmers  Home  that  will  actu- 
ally lend  money  to  the  sponsor  if  he  needs  to  borrow  money  to  meet 
his  end  of  the  financing. 

So  it  is  a  combination  of  technical  assistance  on  the  ground  and 
financial  help  for  those  projects. 

Mr.  Walsh.  I  remember  last  year  when  we  talked  about  this, 
Congresswoman  Kaptur  had  a  concern  about  the  Great  Lakes  wa- 
tershed and  I  had  one  about  some  of  the  Finger  Lakes  in  central 
New  York.  Most  of  this  water  is  obviously  surface  water,  provides 
drinking  water  for  millions  and  millions  and  millions  of  people.  Are 
we  going  to  abandon  the  protection  of  that  surface  water  by  aban- 
doning this  program? 

Mr.  Dewhurst.  I  just  do  not  know  enough  to  know  where  other 
government  programs  would  figure  into  that  calculation.  All  I  can 
tell  you  is  that  the  SCS  watershed  program,  which  is  primarily 
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aimed  at  flood  prevention  simply  would  not  be  there  to  carry  that 
piece  of  it. 

Mr.  Walsh.  Well,  I  am  afraid  it  is  going  to  wind  up  being  an- 
other case  of  picking  it  up  here  and  losing  it  over  here.  For  exam- 
ple, we  are  trjdng  to  protect  one  watershed  and  if  we  do  not  do  it, 
we  are  going  to  be  mandated  by  the  State  of  New  York  to  build  a 
$40  million  water  filtration  plant.  And  the  few  hundreds  of  thou- 
sands of  dollars  we  are  spending  now  to  protect  that  watershed  are 
preventing  or  precluding  the  spending  of  $40  million  of  public 
money  that  will  fall  squarely  on  the  local  property  owner  and  water 
user.  And  I  just  question  the  logic  in  eliminating  a  program  like 
this  that  has  obviously  worked. 

The  last  question  I  had  is  on  the  TEFAP  program.  We  are  also 
eliminating  that  program  and  a  number  of  us  are  concerned  about 
the  food  bank  system  in  the  country  and  the  supplemental  nutri- 
tional assistance  that  that  provides  to  individuals  who  do  not  qual- 
ify for  food  stamps,  do  not  qualify  for  public  assistance  but,  as  we 
all  know,  need  some  additional  sustenance.  And  I  understand  this 
was  a  temporary,  emergency  program. 

Do  you  have  any  idea  what  percent  of  the  stocks  of  the  food  bank 
system  are  supported  by  the  TEFAP  program? 

EMERGENCY  FOOD  ASSISTANCE  PROGRAM 

Mr.  Dewhurst.  No,  I  do  not.  I  mean,  there  may  be  others  in  the 
Department  who  do.  I  frankly  would  be  surprised  if  we  were  re- 
sponsible for  a  very  large  percentage  of  those  stocks  because  the 
program  has  not  been  that  large  in  recent  years. 

Mr,  Walsh.  I  will  pursue  that  with  another 

Mr.  Dewhurst.  If  I  could  say  one  thing,  though,  again,  because 
I  do  not  want  you  to  be  misled  by  these  numbers,  we  have  $120 
million  in  this  program  for  1994, 

Mr.  Walsh.  Right. 

Mr.  Dewhurst.  And  there  are  two  components. 

Mr.  Walsh.  Right, 

Mr.  Dewhurst.  The  infrastructure  and  commodities. 

Mr.  Walsh.  Right. 

Mr.  Dewhurst.  The  1995  budget  has  funding  for  the  infrastruc- 
ture but  not  for  the  commodities. 

Mr.  Walsh.  It  is  listed  as  administration,  not  infrastructure,  is 
that  right? 

Mr.  Dewhurst.  Well,  it  is  administration  out  in  the  field  by  the 
volunteers  who  are  working  in  the  program.  Money  continues  to 
protect  that  local  system.  It  would  still  be  there,  and  the  federally 
donated  commodities,  50  or  60  million  dollars  a  year,  would  con- 
tinue to  flow  into  that  program.  Of  course,  they  also  get  commod- 
ities from  other  sources.  So  there  was  some  effort  to  protect  at  least 
the  infrastructure. 

Mr.  Walsh.  My  concern  is  that  if  you  take  a  large  proportion  of 
the  product  base,  their  stocks,  and  eliminate  that,  then  their  over- 
head costs  spread  out  over  a  much  smaller  area  and  they  may  not 
be  able  to  continue  to  justify  administrating  that  program  because 
they  lose  such  a  large  proportion  of  the  product. 

Mr.  Dewhurst.  I  understand  that  concern. 

Mr.  Walsh.  Thank  you,  Mr.  Chairman. 
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Mr.  DURBIN.  Ms.  Kaptur? 

Ms.  Kaptur.  Thank  you,  Mr.  Chairman. 

Welcome  back,  Mr.  Dewhurst.  Happy  New  Year  to  you  and  Mr. 
Wachs. 

I  wanted  to  step  back  from  the  numbers  just  a  second  to  ask  you 
a  few  questions.  How  many  years  have  you  been  at  the  Department 
of  Agriculture  now? 

Mr.  Dewhurst.  Twenty-five. 

USDA  EMPLOYMENT 

Ms.  Kaptur.  All  right.  Great.  You  are  the  perfect  person.  That 
is  longer  than  I  have  been  in  Congress. 

I  am  trying  to  get  a  sense  of  the  ebb  and  flow  of  the  structure 
of  the  Department  for  25  years.  Could  you  tell  me — take  any  year, 
maybe  1970,  a  benchmark  year,  the  year  you  started,  how  many 
people  were  employed  full  time  equivalent  at  the  Department  of 
Agriculture  compared  to  today?  Use  any  base  year  you  want  to  se- 
lect. 

Mr.  Dewhurst.  We  had  in  the  early  1960s,  if  memory  serves, 
about  102,000  to  110,000  people  in  the  Department.  During  the 
late  1960s  and  then  into  the  1970s,  USDA  employment  grew  for  a 
lot  of  reasons,  particularly  we  had  more  and  more  programs  to  ad- 
minister. By  the  end  of  the  1970s,  we  were  roughly  at  125,000  staff 
years. 

Employment  came  down  in  the  early  1980s,  driven  by  the  budget 
cuts  in  the  early  1980s  and  a  couple  of  Gramm-Rudman  sequesters 
that  took  money  away  and  that  drove  employment  down. 

By  the  mid  1980s,  if  memory  serves,  we  were  down  to  103,000 
staff  years.  However  we  could  not  sustain  that  level  because  that 
reduction  was  not  supported  by  any  structural  change,  it  was  just 
arbitrary. 

We  had  sequesters  that  took  money  away  and  so  staff  years  went 
down,  but  the  programs  continued  to  go  up.  So  what  happened  in 
the  next  few  years  was  our  employment  went  back  up  and  by  the 
beginning  of  this  decade  we  were  at  roughly  111,000  staff  years. 

When  the  current  Secretary  began  looking  at  the  Department  he 
started  with  our  1993  numbers,  which  are  about  112,000  staff 
years.  When  you  look  at  his  multi-year  plan  to  bring  our  employ- 
ment down,  it  is  to  bring  it  down  by  about  7500  staff  years  to  a 
level  in  the  area  of  103,000  or  104,000  staff  years. 

Ms.  Kaptur.  By  what  period,  sir? 

Mr.  Dewhurst.  By  1998.  But  I  think  it  is  important — at  least  as 
a  bureaucrat  it  is  important — for  me  to  understand  that  the  Sec- 
retary is  also  proposing  some  structural  changes  in  the  Depart- 
ment. 

USDA  organization  STRUCTURE 

Ms.  Kaptur.  Yes.  I  wonder  if  you  could  talk  about  the  past.  I 
must  admit  that  if  I  were  to  be  given  a  test  today  I  could  not  draw 
on  a  map  the  regions  that  the  USDA  operates  in.  I  could  not 
project  levels  of  employment  by  region.  As  a  member  of  this  com- 
mittee it  would  be  good  to  have  a  sense  of  it  all. 

Could  you  talk  a  little  bit  about  the  structural  changes  over  that 
same  period  of  time? 
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Mr.  Dewhurst.  Yes.  We  do  have  information  that  will  show  you 
USDA  employment  by  state  and  all  sorts  of  different  analyses  of 
where  our  people  are  and  what  they  do. 

The  Department  today  has  43  agencies  and  offices  that  show  up 
on  the  organization  chart,  and  those  institutions  run  about  250  in- 
dividual federal  programs. 

And  I  will  apologize  because  I  do  not  necessarily  remember  all 
the  numbers,  but  the  Congress  in  the  early  1950s  had  passed  a 
comprehensive  reorganization  plan  for  the  Department  which,  with 
very  few  exceptions,  gave  the  Secretary  of  Agriculture  permanent 
authority  to  organize  the  functions  of  the  Department  and  set  up 
agencies  and  do  the  things  the  way  he  thought  they  should  be 
done.  When  I  came  to  the  Government  in  the  1960s,  the  Depart- 
ment was  composed  of  a  fairly  limited  number  of  fairly  large  agen- 
cies. 

For  instance,  we  had  in  those  days  an  organization  called  the 
Consumer  and  Marketing  Service,  which  was  an  organization  that 
essentially  combined  functions  that  we  now  find  in  the  Food  &  Nu- 
trition Service,  the  Agricultural  Marketing  Service  and  a  couple  of 
others,  such  as  Packers  &  Stockyards,  Grain  Inspection  and  so 
forth.  They  were  all  in  one  agency. 

During  the  1970s  and  even  into  the  1980s,  the  organization  of 
the  Department  proliferated  in  terms  of  the  numbers  of  boxes  on 
the  chart.  There  were  a  number  of  reasons  for  that.  Folks  became 
very  concerned  about  some  of  our  programs.  They  became  very  con- 
cerned about  the  nutrition  programs  or  they  became  very  con- 
cerned about  the  grain  inspection  programs  or  about  Farmers 
Home.  The  truth  is  that  Congress  very  often  passed  legislation 
which  told  the  Secretary,  in  effect  overruled  his  previous  author- 
ity— ^you  have  to  have  these  agencies. 

And  one  of  the  reasons  the  current  Secretary  needs  legislation  to 
reorganize  the  Department  is  because  there  are  a  lot  of  laws  on  the 
books  that  say  you  have  to  have  a  Rural  Development  Administra- 
tion and  a  Farmers  Home  Administration  £ind  a  Federal  Grain  In- 
spection Service  and  so  forth.  Therefore,  without  a  joint  effort  with 
the  Congress,  he  cannot  do  very  much. 

So  we  come  down  to  where  we  have  43  agencies.  The  Secretary's 
proposal  would  end  up  with  about  30  boxes  on  the  chart  so  there 
would  be  some  streamlining.  There  would  be  fewer  agency  heads, 
fewer  administrative  structures,  fewer  bells  and  whistles  that  go 
with  individual  structures  in  the  bureaucracy.  That  sort  of  thing  is 
sort  of  at  the  heart  of  getting  from  here  to  there  and  where  he 
wants  to  go  with  personnel  and  so  forth. 

Ms.  Kaptur.  Could  I  ask  you,  of  the  113,000  that  are  employed 
currently,  how  many  of  those  would  be  in  the  greater  metropolitan 
Washington,  D.C.  area? 

Mr.  Dewhurst.  About  11,600. 

EMPLOYMENT  DEMOGRAPHICS 

Ms.  Kaptur.  Thank  you.  If  you  divided  the  country  between  east 
of  the  Mississippi  and  west  of  the  Mississippi,  would  employment 
divide  about  equally? 

Mr.  Dewhurst.  My  suspicion  is  that  we  would  have  more  west 
of  the  Mississippi  because  our  largest  employer  is  the  Forest  Serv- 
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ice  and  most  of  our  national  forests,  our  big  ones,  are  west  of  the 
Mississippi.  We  have  11,000  people  in  Washington,  some  of  whom 
are  Forest  Service  people.  My  guess  would  be  there  are  more  peo- 
ple west  of  the  Mississippi  but  it  might  be  fairly  close.  I  just  have 
not  looked  at  a  map  that  way  recently.  I  will  supply  some  informa- 
tion for  the  record. 

[The  information  follows:! 

U.S.  DEPARTMENT  OF  AGRICULTURE 

[Fiscal  year  1992  staff  years  by  State] 


Federal 


Non- 
Federal 


Percent  of  total 


Federal 


Non- 
Federal 


East  of  ttie  Mississippi: 

Alabama  1,519 

Connecticut  170 

Delaware 227 

Horida  1,723 

Georgia  3,071 

Illinois 1,912 

Indiana  938 

Kentucky 1,231 

Maine 366 

Maryland 3,139 

Massachusetts  462 

Michigan 1,495 

Mississippi  2,328 

New  Hampshire  303 

New  Jersey 657 

New  York  1,341 

North  Carolina 2,146 

Ohio  944 

Pennsylvania  2,018 

Rhode  Island  73 

South  Carolina  1,102 

Tennessee 1,274 

Vermont 276 

Virginia  1,804 

West  Virginia  811 

Wisconsin  1,728 

District  of  Columbia 10,781 

Total,  East  of  the  Mississippi  43,839 

West  of  the  Mississippi: 

Alaska 1,749 

Arizona 1,858 

Arkansas 2,015 

California 10,645 

Colorado  2,892 

Hawaii  506 

Idaho  4,200 

Iowa 2,177 

Kansas 2,712 

Louisiana 3,126 

Minnesota 1,880 

Missouri  3,186 

Montana  3,786 

Nebraska  1,489 

Nevada  391 

New  Mexico 1,624 

North  Dakota  940 

Oklahoma  1,046 

Oregon  7,654 


37     

23     

16     

164     

562     

793     

523     

488     

46     

94     

26     

364     

351     

19     

28     

186     

617     

501     

269     

5     

235     

451     

34     

304     

122     

442     

0     

6,700  38.7 

9     

52     

353     

218     

207     

9     

159     

928     

774     

267     

543     

599     

266     

784     

20     

85     

516     

402     

118     


44.6 
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U.S.  DEPARTMENT  OF  AGRICULTURE— Continued 
[Fiscal  year  1992  staff  years  by  State] 


South  Dakota 

Texas  

Utati 

Washington  ... 
Wyoming 


Total,  West  of  the  Mississippi 


Other: 


Puerto  Rico 

Virgin  Islands 

Other  countries 

Fighting  Forest  Fires 

Total,  Other 


Total 


Non- 
Federal 

Percent  of  total 

Federal 

f'-"^'^'           Fed'^ral 

916 

456 

1,280 

74 

139 

62 

4,501 

1825 

2,971 

950 

65,039 

8,320 

57.4            55.4 

672 

0 
0 
0 
0 

21 

639 

3,195 

4.527 

0 

4.0              0.0 

113,405 


15.020 


100.0 


100.0 


Ms.  Kaptur.  If  you  were  to  divide  the  country  the  other  way, 
northeast,  northwest,  southeast,  southwest,  look  at  employment, 
how  would  it  divide  out? 

Mr.  Dewhurst.  We  have  large  numbers  of  people  in  the  south 
because  we  have  very  intensive  programs,  traditionally  Farmers 
Home  programs,  for  instance,  that  are  very  active  in  the  south.  We 
have  large  numbers  of  people  in  the  midwest.  Great  Plains  area, 
because  of  the  farm  programs  and  the  way  those  programs  are  de- 
livered. We  tend  to  have  substantial  numbers  of  people  in  the  far 
west  and  particularly  in  California  because  of  our  forestry  and  soil 
conservation  programs  which  are  very  active  out  there. 

I  think  proportionately  you  do  not  find  quite  so  many  of  our  peo- 
ple in  the  northeast.  You  do  not  find  so  many  of  our  people  in  sort 
of  the  northern  Great  Plains.  You  do  not  find  so  many  of  our  people 
in  the  upper  midwest  but  I  would  say  we  have — the  feeding  pro- 
grams operate,  of  course,  very  actively  in  a  lot  of  the  urban  parts 
of  the  country  and  they  are  delivered  by  state  employees  so  they 
do  not  show  up  on  our  books. 

Ms.  Kaptur.  From  where  could  I  gain  an  understanding  of  the 
employment  levels  in  those  43  boxes  which  may  be  reduced  to  30 
boxes?  Does  the  budget  include  this  information? 

Mr.  Dewhurst.  Employment  levels  in  the  past  or  the  future?  I 
am  sorry. 

Ms.  Kaptur.  Current. 

Mr.  Dewhurst.  We  have  some  information  in  the  books  that  you 
have  received  and  you  will  receive  more.  There  is  an  employment 
table  in  the  back  of  the  Budget  Summary  Book  we  have  delivered 
that  shows  the  staffing  currently  organized  by  the  new  agencies, 
what  the  current  staffing  is  and  where  it  would  go  over  the  next 
few  years. 

Ms.  Kaptur.  Thank  you. 

Mr.  Dewhurst.  And  depending  on  what  your  questions  are, 
there  is  a  lot  of  information  we  can  provide  you  on  those  questions. 
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EXPORT  CREDIT 


Ms.  Kaptur.  I  have  a  few  more  questions,  if  I  just  might  move 
along  here. 

Have  there  been  any  defaults  by  any  country  where  we  are  mak- 
ing payments  out  of  the  CCC  over  the  last  two  years? 

Mr.  Dewhurst.  Yes.  It  is  sort  of  a  term  of  art.  I  guess  we  do  not 
default  loans  to  foreign  countries  but  we  reschedule  them.  Essen- 
tially what  it  means  is  that  we  take  over  a  loan  when  the  bank  has 
made  a  loan,  and  we  have  guaranteed  it,  and  now  the  foreign  coun- 
try is  not  making  those  repa5mients.  So  we  take  over  the  loan  and 
we  work  out  a  deal  with  the  foreign  country,  and  we  then  receive 
payments  over  a  longer  period  of  time. 

The  last  I  looked,  we  had  paid  $5.7  billion  in  claims  against  our 
export  credit  guaranteed  program. 

Ms.  Kaptur.  Does  any  particular  country  come  to  mind  over  the 
last  year  and  a  half,  two  years? 

Mr.  Dewhurst.  We  have  had  some  significant  problems  with 
Russia  and  the  states  of  the  former  Soviet  Union  although  I  under- 
stand their  payments  have  been  improving  in  the  last  year  or  so. 
I  think  that  is  where  the  bulk  of  the  problem  has  been  in  recent 
years. 

Ms.  Kaptur.  Nothing  in  the  Middle  East? 

Mr.  Dewhurst.  I  think  Iraq  has  defaulted  on  some  loans  but  I 
would  like  to  check  on  it. 

Ms.  Kaptur.  All  right.  I  would  be  very  interested  in  the 
reschedulings  over  the  last  five  years. 

Mr.  Dewhurst.  Sure.  I  will  provide  a  table  for  the  record. 

[The  information  follows:] 


124 


Xa  tty  a  f 

^-  (Ti  h«.  in 

o         o  in  f^  - 

o>        f-"  r>  ■«  o 

—          (O  ^  ^  f>t 


I    a    =• 


s 


il 


T3 
* 

4> 
U 

•o 


T3 
(0 

> 

V) 

4) 

'k. 

C 
3 
O 
U 

^_ 
4) 

x: 
o 

5 


<o       oi       — 

S     S     $i 

W        g        (O" 


?     3 


S*"     s     * 
00  CM 


s   ;; 


UJ  z 

d  s 

I  O 

O  Q 


°    2 


UJ 

g 

z 


5 
o 


■o 
* 

■o 
o 

£ 

o 

CO 
4) 


X> 

Q 


125 

FOOD  AND  NUTRITION  PROGRAMS 

Ms.  Kaptur.  I  also  wanted  to  follow  up  on  a  question  that  Mr. 
Peterson  asked  about  looking  at  where  the  dollars  are  spent  at 
USDA  and  how  much  of  it  is  in  the  Food  &  Nutrition  Service. 

How  much,  if  any,  of  that  money  directly  goes  directly  to  farm- 
ers? 

Mr.  Dewhurst.  In  the  Food  &  Nutrition  area? 

Ms.  Kaptur.  Yes. 

Mr.  Dewhurst.  Frankly,  I  am  not  aware  of  any  of  it  going  di- 
rectly. 

Ms.  Kaptur.  Of  any.  So  it  would  all  be  through  an  intermediary. 
People  would  take  food  stamps,  they  would  go  to  a  store,  they 
would  purchase  it. 

Mr.  Dewhurst.  We  have  a  fairly  small  Farmers  Market  Program 
that  is  a  piece  of  the  Women,  Infants  and  Children  Program,  where 
participants  can  go  to  a  farmers  market  and  I  suppose  that  is  a  di- 
rect payment  to  a  farmer  but  that  is  incredibly  small. 

Ms.  Kaptur.  And  that  is  a  part  of  the  Food  &  Nutrition  Service? 

Mr.  Dewhurst.  Yes,  ma'am. 

Ms.  Kaptur.  How  about  all  of  the  school  lunch  programs?  Those 
are  all  in  there  and  those  certainly  do  not  go  directly  to  farmers. 

Mr.  Dewhurst.  No.  We  buy  some  commodities,  you  know,  from 
middle  people  to  feed  into  those  programs  but  it  is  not  as  if  we  are 
handing  a  check  to  a  farmer. 

Ms.  Kaptur.  All  right.  If  you  were  to  take  a  guess,  in  1970  or 
whenever  the  program  started,  especially  the  food  stamp  program, 
what  percent  of  the  USDA  budget  was  it  then  and  what  percent 
today? 

Mr.  Dewhurst.  Well,  in  1970,  the  domestic  feeding  programs 
made  up  about  11  percent  of  USDA  outlays.  We  did  not  even  have 
a  national  food  stamp  program  in  1970.  It  was  still  a  pilot  program. 
When  I  first  came  to  the  Department,  we  spent  the  majority  of  our 
money  on  the  more  traditional  soil  conservation  and  ASCS  kinds 
of  programs.  In  fact,  over  53  percent  of  USDA  outlays  in  1970  went 
for  those  t3T3e  of  activities. 

But  we  made  some  decisions  in  the  1970s  to  go  national  with  the 
feeding  programs  and  that  just  changed  the  whole  equation. 

CROP  INSURANCE 

Ms.  Kaptur.  I  also  am  very  interested  in  this  issue  and  I  ask 
myself  the  question,  though  it  is  probably  really  an  unfortunate 
question  to  ask  on  this  committee,  why  does  this  even  have  to  be 
within  the  Department  of  Agriculture? 

I  guess  Shirley  Chisolm  would  say  because  that  is  how  you  get 
urban  members'  support  for  agriculture  programs. 

My  final  question  has  to  do  with  disaster  insurance,  whether  we 
want  to  take  over  what  the  private  sector  should  be  doing. 

My  question  really  is  why  is  not  the  private  sector  offering  insur- 
ance, whether  it  is  earthquake,  flood  plain,  crop,  whatever,  why  is 
there  not  some  sort  of  private  insurance  that  would  take  care  of 
acts  of  Grod? 

We  keep  looking  at  this  from  just  the  farmer's  standpoint  and  we 
do  not  have  a  large  enough  universe.  The  farmers  are  not  willing 
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to  take  a  risk  that  one  out  of  five  years  they  are  going  to  lose  a 
crop  and  that  would  cost  as  much  as  if  they  bought  the  insurance 
over  those  five  years  in  my  region  of  the  country  so  there  is  not 
much  of  an  incentive  for  them  to  purchase. 

But  I  happen  to  sit  on  the  committee  that  deals  with  FEMA  in 
this  Congress.  We  are  asked  to  try  to  bail  people  out  when  they 
have  built  in  flood  plains. 

Why  is  there  not  some  sort  of  act  of  God  insurance  that  the  pri- 
vate sector  is  selling  to  farmers  and  people  who  live  on  fault  lines 
in  California? 

Why  has  the  private  sector  not  adapted  to  this  issue? 

Mr.  Dewhurst.  I  am  hardly  an  expert  in  this  area  but  I  would 
say  to  you  that  there  is  some  private  insurance  offered  but  the 
problem  has  always  been  premium  rates. 

When  the  Congress  passed  the  last  reform. — prior  to  last  year— 
of  the  crop  insurance  program  and  expanded  it  nationwide,  the  the- 
ory was  that  the  taxpayer  had  to  subsidize  premium  rates  by  at 
least  30  percent  to  bring  down  the  rates  to  levels  farmers  could  and 
would  buy.  Even  at  those  rates,  many  farmers  never  chose  to  buy 
the  insurance. 

So,  you  know,  different  people  disagree  on  what  is  a  reasonable 
cost  to  farmers.  I  guess  the  administration  would  say  we  pay  a  cost 
now  because  farmers  turn  out  not  to  have  the  insurance  and  then 
when  we  have  a  disaster,  we  have  a  disaster  payments  bill.  So  the 
premise  of  the  administration's  new  proposal  is  that  you  need  to 
provide  some  kind  of  insurance  coverage  to  farmers  and  you  need 
to  recognize  that  premium  rates  in  the  private  sector  on  a  lot  of 
that  coverage  would  be  beyond  the  levels. 

Ms.  Kaptur.  Is  it  not  true  that  the  private  sector,  would  only 
deal  with  farmers  because  they  thought  they  had  some  special  alli- 
ance with  farmers?  But  yet  if  you  live  in  California  on  a  earth- 
quake fault  line,  if  it  is  a  natural  disaster,  what  difference  does  it 
make  whether  it  is  a  crop  of  com  or  whether  it  is  your  home  on 
a  fault  line  in  California? 

In  terms  of  the  definition  of  the  problem,  I  guess  I  do  not  com- 
pletely understand  why  the  private  sector  has  not  offered  a  pre- 
mium to  both  farmers  and  city  dwellers. 

Mr.  Walsh.  Will  the  gentlelady  yield? 

Ms.  Kaptur.  I  would  yield  to  the  gentleman. 

Mr.  Walsh.  I  do  not  know  the  answer  either.  I  do  know  that 
there  traditionally  has  been  crop  insurance  offered  by  the  private 
sector.  It  is  like  any  other  insurance.  It  is  a  gamble.  You  know,  you 
are  gambling  against  the  weather  by  not  bu3dng  it  and  if  you  buy 
it,  you  are  gambling  that  you  will  need  it. 

Given  the  on-farm  income  these  days  for  most  farmers,  it  is  a 
risk  that  they  do  not  want  to  take  because  they  cannot  afford  it. 

As  far  as  the  natural  disasters  like  earthquakes  and  so  on,  I  un- 
derstand that  Norm  Mineta  has  an  idea  that  he  proposed  to  a  num- 
ber of  insurers — there  was  a  large  gathering  of  insurance  people  on 
the  Hill  yesterday  and  the  day  before  and  he  has  an  idea  that,  as 
I  understand  it,  that  we  would  have  to  provide  some  enabling  legis- 
lation to  do  it  but  in  certain  areas  of  the  country,  it  would  allow 
insurance  companies  to  factor  in  the  costs — actuarially,  the  costs  of 
some  of  these  disasters  and  factor  that  into  the  cost  just  now  home 
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insurance  and  it  would  increase  the  premium  somewhat  and  it 
would  force  all  people  that  lived  in  that  region  to  pay  a  portion  of 
their  premium  toward  that  disaster  but  everyone  would  be  covered. 

Certain  areas,  obviously,  would  have  a  better  chance  of  collect- 
ing, if  you  want  to  put  it  that  way,  than  others  but  I  understand 
it  would  require  some  federal  enabling  legislation.  And  the  idea 
was — I  guess  based  on  what  I  heard,  it  was  warmly  received  by  the 
insurance  industry. 

So  you  might  wish  to  contact  Congressman  Mineta's  office  on 
that. 

Ms.  Kaptur. 

Thank  you,  Mr.  Dewhurst. 

Thank  you,  Mr.  Chairman. 

Mr.  DuRBiN.  Thank  you  very  much. 

Mr.  Pastor. 

INFO  SHARE 

Mr,  Pastor.  I  am  sorry  I  had  to  leave.  I  had  a  meeting  with  one 
of  my  constituents.  I  want  to  talk  about  the  food  stamp  program. 
I  have  about  ten  questions. 

Can  we  go  forward  now,  Mr.  Chairman? 

The  first  line  of  questioning  deals  with  your  program  on  comput- 
erization, how  you  are  going  to  hook  up  the  whole  system.  And  I 
think  it  requires  approximately  $90  million  in  initial  investment? 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Pastor.  I  think  I  have  been  involved  in  enough  efforts  such 
as  this  one  to  make  me  think  what  you  propose  is  easier  said  than 
done.  What  do  you  think  is  going  to  be  the  total  investment? 

Mr.  Dewhurst.  The  total  investment  in  this  new  system  will  be 
about  a  billion  dollars. 

Mr.  Pastor.  About  a  billion  dollars. 

Mr.  Dewhurst.  Yes,  sir.  Now,  the  experts  will  tell  you  if  the 
agencies  had  proceeded  independently  without  central  guidance  to 
fix  their  own  problems,  it  would  cost  about  $2  billion. 

Mr.  Pastor.  Okay.  So  we  are  talking  about  a  billion  dollar  in- 
vestment. 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Pastor.  Who  prepared  your  plan  of  implementation? 

Mr.  Dewhurst.  We  have  a  central  office  in  the  Department 
called  the  Office  of  Information  Resources  Management.  They  work 
for  the  Assistant  Secretary  for  Administration  and  they  have  pre- 
pared the  plan  of  implementation  and  they  are  in  overall  charge  of 
this  thing  we  called  Info  Share. 

Mr.  Pastor.  Okay.  How  are  you  going  to  oversee  it?  How  many 
years  is  the  implementation  period?  Let  me  ask  that  question  and 
then  I  will  ask  about  oversight. 

Mr.  Dewhurst.  The  plan  is  to  have  most  of  the  new  equipment 
in  place  in  1996  and  1997  so  it  is  essentially  a  four-year  effort  from 
today. 

Mr.  Pastor.  And  how  are  you  going  to  oversee  the  implementa- 
tion? 

Mr.  Dewhurst.  The  implementation  will  be  overseen — again, 
there  is  a  special  task  force  under  the  jurisdiction  of  this  central 
office.  It  includes  representatives  from  all  the  agencies  that  would 
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be  involved  and  there  is  a  reporting  mechanism  in  place  by  which 
the  project  has  been  divided  into  steps  and  time  lines  and  mile- 
stones and  all  those  sorts  of  things.  The  Secretary  himself  is  inter- 
ested enough  in  this  to  be  looking  at  it,  as  well  as  the  rest  of  us. 
So  there  is  a  process  in  place. 

Mr.  Pastor.  Who  is  going  to  develop  the  software? 

Mr.  Dewhurst.  It  is  a  combination.  The  central  project  will  de- 
velop some  centralized  software  that  everybody  will  need.  For  in- 
stance, every  agency  has  to  feed  information  into  our  central  na- 
tional finance  center  accounting  system,  so  there  will  have  to  be  a 
way  to  do  that. 

To  the  extent  that  agencies  need  specialized  software  to  deliver 
our  target  price  program  or  something,  they  will  be  free  to  develop 
that  software  within  a  set  of  rules  they  are  given  from  the  central 
office.  The  equipment  will  be  flexible  enough,  new  technology  being 
what  it  is,  that  they  will  have  the  capability  of  doing  practically 
an3rthing  they  need  with  the  systems  that  will  be  in  place.  But  they 
will  have  a  set  of  rules  to  follow  so  that  we  do  not  have  another 
situation  where  everybody  is  going  off*  in  their  own  direction  and 
cannot  talk  to  each  other. 

ADP  CAPABILITY 

Mr.  Pastor.  Usually  in  the  past,  we  first  would  buy  the  hard- 
ware and  then  the  software,  only  to  find  that  they  really  could  not 
talk  to  each  other  because  the  software  was  not  compatible.  How 
are  we  going  to  ensure  that  this  does  not  happen? 

With  the  hardware  that  you  probably  already  purchased,  hard- 
ware that  is  already  in  place  and  is  very  expensive,  how  are  we 
going  to  ensure  everybody  is  able  to  communicate  using  different 
hardware? 

Mr.  Dewhurst.  Well,  let  me  just  tell  you  that  I  am  not  an  ADP 
expert  but  I  do  know  the  following.  The  systems  we  have  in  those 
agencies  right  now  are  very  old  and  they  are  very  rigid.  For  in- 
stance, there  are  three  basic  systems:  ASCS,  SCS  and  Farmers 
Home.  One  is  a  UNDC  system,  two  are  DOS  systems.  Those  are  dif- 
ferent operating  systems  and  they  cannot  talk  to  each  other. 

Mr.  Pastor.  That  is  right. 

Mr.  Dewhurst.  But  with  the  new  technology,  that  is  no  longer 
a  concern.  They  are  going  to  design  a  standard  set  of  so-called  open 
architecture  hardware  and  linkage  systems  and  with  those  systems 
in  place,  the  use  of  any  reasonable  software  program  will  permit 
those  computers  to  talk  to  each  other.  The  technology  has  advanced 
to  the  point  where  even  if  they  have  different  operating  systems 
they  can  still  communicate  with  each  other.  But  there  will  be  rules 
of  the  game.  The  Secretary  has  just  determined  that  there  will  be 
rules  of  the  game. 

WORKFORCE  DIVERSITY 

Mr.  Pastor.  I  wish  you  success  because  as  we  look  forward  to 
these  long-range  savings,  in  between  come  vendors,  personalities, 
preferences,  et  cetera.  So,  I  hope  that  the  oversight  people  stand 
firm  and  make  sure  that  our  long-range  goal  of  improving  commu- 
nications throughout  the  department,  does  become  a  reality. 
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My  second  line  of  questions  deal  with  two  competing  interests. 
Simultaneously,  we  are  wanting  to  reduce  the  number  of  full-time 
employees  while,  at  the  same  time,  we  strive  to  make  the  Depart- 
ment look  more  like  country,  reflecting  America's  diverse  popu- 
lation. This  requires  employing  more  minorities  and  women.  And, 
in  some  cases  these  competing  goals  are  in  conflict  with  each  other. 

How  does  the  Department  plan  to  deal  with  this? 

Mr.  Dewhurst.  That,  of  course,  is  of  very  great  concern  to  the 
Department  and  one  of  the  answers  to  that  lies  in  this  thing  called 
a  buy  out  authority  that  the  administration  has  requested  and 
which  the  Secretary  testified  in  favor  of  the  other  day  before  the 
Post  Office  and  Civil  Service  Committee. 

Obviously,  if  wc  have  to  go  through  a  downsizing  and  we  have 
to  rely  on  attrition  or  RIFs,  the  Secretary  cannot  control  where 
that  happens.  The  way  a  RIF  works,  your  most  junior  employees 
tend  to  be  the  ones  that  end  up  out  of  the  Department  and  obvi- 
ously the  progress  we  have  made  in  diversity,  tends  to  be  at  those 
lower  levels. 

So  they  have  asked  the  Congress  for  some  tools,  part  of  the  rea- 
son being  that  they  need  some  flexibility.  The  buy  out  authority 
would  give  the  Department  and  the  Government  some  incentive 
money  to  offer  retirement  on  a  selective  basis,  where  there  would 
be  some  control  over  the  composition  of  the  work  force  as  we  went 
through  all  of  this. 

Without  those  kinds  of  tools,  you  are  absolutely  right.  The  cur- 
rent systems  will  operate  to  the  detriment  of  diversity  in  some  of 
these  agencies. 

Mr.  Pastor.  Well,  hopefully,  we  will  achieve  both  goals,  increas- 
ing the  diversity  at  the  same  time  we  reduce  the  size  of  the  govern- 
ment. It  will  be  a  difficult  process  but  hopefully  the  Secretary  will 
get  it  done. 

Thank  you,  Mr.  Chairman. 

Mr.  DURBIN.  Thank  you  very  much,  Mr.  Dewhurst. 

Did  you  have  follow  up? 

Mr.  Skeen.  I  have  a  follow-up  question. 

Mr.  DURBIN.  Yes,  Mr.  Sheen? 

COST  OF  BUY  OUT 

Mr.  Skeen.  Along  the  same  line  that  Ed  was  talking  about,  sup- 
posing that  we  do  pass  this  buy  out  program  in  Congress.  Have  you 
done  any  projections  on  what  the  cost  is  going  to  be  as  far  as  the 
Department  is  concerned?  That  would  be  interesting. 

Mr.  Dewhurst.  It  depends.  We  have  dome  some  analysis  on  that 
question  and  it  depends  on  when  you  do  it  in  a  fiscal  year. 

Under  a  buyout  authority,  you  would  offer  people  the  opportunity 
to  retire  for  a  payment  of  $25,000  or  their  severance  pay,  which- 
ever would  be  less.  If  you  run  that  program  in  the  first  three 
months  of  a  fiscal  year,  the  savings  in  salaries  that  you  get  when 
those  people  leave  the  rolls  is  liable  to  exceed  the  front-end  cost  in 
that  fiscal  year.  •        -        ^---^      -5*  • 

Mr.  Skeen.  So  it  would  be  an  offset. 

Mr.  Dewhurst.  It  would  be  an  offset.  The  later  in  the  fiscal  year 
you  do  it,  the  more  trouble  you  are  in  in  that  fiscal  year. 

Mr.  Skeen.  Because  they  have  earned  their  salary. 
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Mr.  Dewhurst.  That  is  right.  Since  we  do  not  know  when  we  are 
going  to  get  the  authority,  we  cannot  tell  you  when  we  are  going 
to  use  it. 

Mr.  Skeen.  You  have  done  no  projections? 

Mr.  Dewhurst.  Pardon  me? 

Mr.  Skeen.  You  have  done  projections,  then. 

Mr.  Dewhurst.  We  have  simply  done  models  that  say  if  so  many 
people  accept  the  buy  out  at  a  given  part  of  the  fiscsd  year,  here 
is  the  situation.  We  can  make  all  that  available. 

Mr.  Skeen.  I  would  be  interested  in  seeing  at  least  a  mean  aver- 
age or  something  of  that  kind. 

Mr.  Dewhurst.  Sure. 

Mr,  Skeen.  Of  one  of  your  models.  Just  to  get  some  idea  about 
what  the  projected  cost  might  be. 

Mr.  Dewhurst.  Yes,  sir. 

[The  information  follows:] 

"USDA  Buyout" 

USDA  will  have  over  19,000  employees  eligible  for  retirement  over  the  next  five 
years.  Implementing  and  completing  a  buyout  early  in  the  year  would  generate  sav- 
ings. The  later  in  the  year  that  the  buyout  is  implemented  and  completed,  the  lower 
the  savings.  In  fact,  a  buyout  late  in  the  year  would  end  up  costing  the  agency.  If 
the  buyout  was  implemented  and  completed  in  the  first  quarter  of  FY  1995,  esti- 
mated net  saving  in  FY  1995  would  be  $5.6  million  for  each  one  percent  accepting 
the  offer.  However,  if  implemented  and  completed  in  the  last  quarter  of  FY  1994, 
estimated  net  cost  in  FY  1994  would  be  $1.7  million  of  each  one  percent  accepting 
the  offer. 

LOCALITY  PAY 

Mr.  Skeen.  Also,  what  is  the  cost  of  the  locality  pay  for  fiscal 
year  1994  and  1995  that  was  signed  into  law  last  year? 

Mr.  Dewhurst.  We  are  absorbing  that  cost  and  I  do  not  have  a 
precise  figure.  I  think  in  the  Department,  it  is  at  least  in  the  range 
of  $100  million  administrative — it  is  the  equivalent  of  a  4  percent 
pay  raise,  essentially. 

Mr.  Skeen.  That  is  projected  costs. 

Mr.  Dewhurst.  Well,  it  is  costs  we  are  absorbing  this  year. 

Mr.  Skeen.  You  are  absorbing  them. 

Mr.  Dewhurst.  Because  it  is  effective.  We  all  got  a  raise  in  Jan- 
uary. 

unexpended  FUNDS 

Mr.  Skeen.  And  you  mentioned  we  have  $300  million  in  the  child 
nutrition  program  that  is  unexpended  funds,  unobligated  funds. 
Have  you  got  a  breakdown  by  agency  and  the  programs  for  any  un- 
obligated funds? 

Mr.  Dewhurst.  Yes.  That  we  would  carry  over  from  1994  to 
1995? 

Mr.  Skeen.  Yes,  sir. 

Mr.  Dewhurst.  Yes,  sir.  I  am  glad  to  provide  that. 

[The  information  follows:] 
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Mr.  Skeen.  Thank  you,  Steve. 

Thank  you,  Mr.  Chairman. 

Mr.  DURBIN.  Thank  you,  Mr.  Skeen. 

Would  you  also  provide  for  the  record  the  usual  tables  on  human 
nutrition,  pollution  research,  pesticide  research,  and  consumer  pro- 
tection activities? 

[The  information  follows:] 
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HDMAN  NUTRITION  RESEARCH,  BDOCATION  AND  INFORMATION 
J  (Dollars  in  Millions) 

Human  Nutrition  Research 


Fiscal  Year 


1993      1994      1995 
Actual   Estimate   Budget 


Agricultural  Research  Service  $49.7     $50.7     $54.5 

Cooperative  State  Research  Service  

Human  Nutrition  Information  Service  

Economic  Research  Service  

Food  and  Nutrition  Service  


12.7 

14.4 

12.5 

7.3 

10.2 

17.5 

1.5 

1.5 

1.5 

5.1 

4.7 

6.4 

TOTAL  76.3       81.5       92.4 

Human  Nutrition  Education  and  Information 


Extension  Service  

Human  Nutrition  Information  Service 

Food  and  Nutrition  Service  

Food  Safety  cuid  Inspection  Service  . 
National  Agricultural  Library  


TOTAL  

TOTAL,  Research,  Education  &  Information 

The  FY  1995  significcuit  changes  include: 
RESEARCH 


80.9 

82.7 

82.7 

1.2 

0.9 

0.9 

148.7 

162.3 

202.0 

0.1 

0.1 

0.1 

0.7 

0.7 

0.7 

231.6 

246.7 

286.4 

307.9 

328.2 

378.8 

CSRS   Increase  of  $0.7  million  for  the  National  Research  Initiative 

Competitive  Gramt  Programs  offset  by  a  reduction  of  $2.6  million 
in  Special  Research  Grants . 

ARS   An  increase  of  $7.3  million  over  the  FY  1994  Budget  will  be  utilized 
(HNIS)  to  develop  a  special  survey  of  children's  food  intakes  based  on 
EPA's  preferred  sample  distribution.   The  survey  will  entail 
contracts  to  work  in  even  greater  cooperation  with  EPA,  FDA  and  the 
health  and  scientific  community  to  implement  recommendations 
contained  in  the  Academy' s  report . 

EDUCATION  AND  INFORMATION 


FNS   Increases  reflect  increased  appropriations  request  for  WIC, 
including  increased  nutrition  education  training,  technical 
assistance,  aind  promotional  activities,  and  budget  proposals  to 
implement  the  dietary  guidelines  in  Child  Nutrition. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

NUTRITION  EDUCATION 

Budget  Authority 
(Dollars  in  Millions) 

Fiscal  Year 

1993      1994  1995 

Actual   Estimate  Change    Budget 

EXTENSION  SERVICE 

Extension  (Formula  est.) $16.9      $17.0     0.0     $17.0 

Expanded  Food  and  Nutrition  Education 

Program  (EFNEP)  60.5      61.4     0.0     61.4 

Intensive  Education  for  WIC  Participants  3.5       4.3     0.0      4.3 

TOTAL  80.9       82.7     0.0      82.7 

NATIONAL  AGRICULTURAL  LIBRARY 

Food,  Nutrition  and  Hunan  Ecology  Staff  0.7       0.7    0.0      0.7 

AGRICULTURAL  RESEARCH  SERVICE  (former  HNIS) 

Guidance  and  Education  Research  Branch  1.2       0.9     0.0      0.9 

FOOD  AND  NUTRITION  SERVICE 

Nutrition  Education  and  Training  10.0       10.3     0.0      10.3 

WIC  (State  nutrition  education  estimate)  124.1      132.0    18.4     150.4 

WIC  Breastfeeding  Promotion  8.0       8.0     O.C      8.0 

CK  Dietary  Guidelines  2.0       2.1    18.4      20.5 

Food  Service  Hgmt.  Institute  1.7       1.9    -0.2      1.7 

Food  Stamp  Households  2.3       7.3     0.0      7.3 

Grants  for  New  Ways  to  reach  Food  Stamp 

Recipients  0.5       0.5    -0.5      0.0 

Grants  for  Food  Stamp  Directors  0.0       0.0     2.8      2.8 

FDPIR  Nutrition  Aides  Demos  (Indian  Prg.)  0.1       0.2     0.8      1.0 

TOTAL  148.7      162.3    39.7     202.0 

FOOD  SAFETY  AND  INSPECTION  SERVICE  * 

Nutrition  Labeling  0.1       0.1     0.0      0.1 

TOTAL,  USDA  Nutrition  Education  and 

Information  231.6     246.7    39.7    286.4 


*  Programs  in  sodium/nutrition  information  and  sodium  monitoring 
have  been  discontinued. 
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UNITED  STATES  DEPARTMENT  OF  AGRICDLTDRE 
NOTRITION  RESEARCH  AND  MONITORING  PROGRAM 

Budget  Authority 
(Dollars  in  Millions) 

Fiscal  Year 

1993  1994  1995 

Actual  Estimate  Change  Budget 

NUTRITION  REQUIREMENTS/HEALTH  MAINTENANCE 

Agricultural  Research  Service  $39.4  $39.3  $0.2  $39.5 

Cooperative  State  Research  Service  7.1  7.0  -0.9  6.1 

TOTAL  46.5  46.3  -0.7  45.6 

NUTRITIONAL  STATUS/FOOD  INTAKE 

Agricultural  Research  Service  4.1  5.0  0.1  5.1 

(Former  HNIS  functions)  5.1  7.7  8.5  16.2 

Cooperative  State  Research  Service  3.4  4.5  -1.0  3.5 

TOTAL  12.6  17.2  8.6  24.8 

USE  OF  FOOD/FOOD  CHOICES 

Cooperative  State  Research  Service  0.3  0.3  0.2  0.5 

Economic  Research  Service  1.1  1.1  0.0  1.1 

Agricultural  research  Service  (former  HNIS)  1.8  1.3  -0.4  0.9 

TOTAL  3.2  2.7  -0.2  2.5 

NUTRITION  COMPOSITION/BIOAVAILABILITY 

Agricultural  Research  Service  6.2  6.4  3.5  9.9 

(Former  HNIS  functions)  0.4  1.2  -0.8  0.4 

Cooperative  State  Research  Service  1.6  2.3  0.1  2.4 

TOTAL  8.2  9.9  2.7  12.7 

NUTRITIONAL  IMPACTS  OF  PROGRAMS 

Cooperative  State  Research  Service  0.3  0.3  -0.3  0.0 

Economic  Research  Service  0.4  0.4  0.0  0.4 

Food  cind  Nutrition  Service  5.1  4.7  1.7  6.4 

TOTAL  5.8  5.4  1.4  6.8 

TOTALS 

Agricultural  Research  Service  49.7  50.7  3.8  54.5 

(Former  HNIS  fiinctions)  7.3  10.2  7.3  17.5 

Cooperative  State  Research  Service  12.7  14.4  -1.9  12.5 

Economic  Research  Service  1.5  1.5  0.0  1.5 

Food  and  Nutrition  Service  5.1  4.7  1.7  6.4 

TOTAL  76.3  81.5  11.1  92.4 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Funds  Available  for  Pesticide  Impact 
Assessment  Program 
(Dollars  in  Thousands) 


Fiscal  Year 

1993        1994        1995 
Actual    Estimate    Budget 


Agricultural  Research  Service $860        $865      $872 

Cooperative  State  Research  Service 2,968       1,568     2,968 

Extension  Service: 

Pesticide  Impact  3,405       3 , 363     3 , 363 

Pesticide  applicator  training  ....a/.     1,680       1,680     2,000 

Total,  Extension  Service  5,085        5,043      5,363 

Economic  Research  Service 400         300       300 

Forest  Service 361  361        361 

TOTAL $9,674       $8,137     $9,864 

a/   Funded  through  EPA  in  FY  1993  and  FY  1994. 

The  purpose  of  the  USDA/Land  Graint  National  Agricultural  Pesticide 
Impact  Assessment  Program  (NAPIAP)  is  to  provide  objective  and  accurate 
data  and  analyses  on  the  benefits  cuid  rislcs  of  selected  pesticides. 
These  pesticides  have  critical  agricultural  or  forestry  uses  and  are 
being  evaluated  by  EPA  for  possible  use  restrictions.   USDA  has  a 
responsibility  under  the  Federal  Insecticide,  Fungicide  and  Rodenticide 
Act  (FIFRA)  to  determine  the  agricultural  need  for  the  pesticide. 
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UNITED  STATES  DEPARTMENT  OP  AGRICULTURE 
Estimated  Funds  AvaileUale  for  Research  and  Promotion  on  Soybeeins 

(Dollars  in  Thousands) 

Fiscal  Year 

-  1993 

Agency    <■■  i:  ' 


Agricultural  Research  Service . 


Cooperative  State  Research  Service: 

Hatch  Act 

Special  Research  Graints  Progrcun. 

Competitive  Research  Greints 

1890  Colleges  and  Tuskegee 

Institute 


Total,  Cooperative  State 
Research  Service 


Economic  Research  Service . 


Foreign  Agricultural  Service: 

Market  Promotion  program  

Market  development  activities 


1993 

1994 

1995 

Actual 

Estimate 

Budget 

$25,320 

$27,074 

$27,100 

4,955 

5,029 

5,003 

1,456 

1,  170 

859 

1,950 

2,160 

2,294 

2,360 

2,425 

2,413 

10,721     10,784     10,569 
330        245        195 


3,795 
7,587 


a/ 
6,164 


Total,  Foreign  Agricultural  Service 

TOTAL,  Soybean  Research  cuid 

Promotion 


11,382 


6,164 


47,753     44,267 


a/ 
a/ 


0 


37,864 


a/  Estimate  is  not  available  at  this  time. 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTORE 

Estimated  Funds  Available  for  Research  and  Promotion  on  Cotton 

(Dollars  in  Thousands) 

Fiscal  Year 

1993       1994       1995 
Actual   Estimate    Budget 
Research  -- 

Agricultural  Research  Service: 

Research  on  plant  production $19,455    $20,998    $21,812 

Research  on  soil,  water  and  air 2,002     2,020     2,037 

Research  on  processing,  storage, 

distribution,  nutrition  and  food 

safety  and  consumer  services 11,678     11,938     12,038 

Integrated  agricultural  systems 1,578     1,763     1,778 

Total,  Agricultural 

Research 34,713    36,719     37,665 

Cooperative  State  Research  Service 

Production  research 3,055      3,071      2,798 

Marketing  and  utilization  research. .      913       317       836 

Total,  Cooperative  State 

Research  Service 3,968     3,388     3,634 

Economic  Research  Service: 

Economic  research  and  analysis  44  6       325       195 

Subtotal,  Research 39,127    40,432    41,494 

Promotion 

Agricultural  Marketing  Service: 

Administrative  expenses  to  ensure  •' 

that  the  provisions  of  the  Cotton 
Research  and  Promotion  Act  are 
carried  out 167        189        189 

Foreign  Agricultural  Service:  .f_ 

Market  Promotion  program  14, 809        a/        a/ 

Market  development  activities 2,018     1,795        a/ 

Total,  Foreign  Agricultural 

Service  16,827      1,795  0 

Subtotal,  Promotion 16,994      1,984        189 

TOTAL,  Research  and  Promotion 56,121     42,416     41,683 

a/  An  estimate  is  not  available  at   this  time. 
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UNITED  STATES  DEPARTMENT  OF  AGRICDLTORE 
Estimated  Obligations  for  Livestock  Research 
(Dollars  in  Thousands) 

Fiscal  Year 


1993       1994      1995 
Actual   Estimate   Budget 


Beef  Cattle: 

Agricultural  Research  Service 

Cooperative  State  Research  Service. 


Subtotal . 


Dairy  Cattle: 

Agricultural  Research  Service 

Cooperative  State  Research  Service. 


Subtotal . 


$35,412    $38,078    $41,448 
18,142     18,333     18,281 


53,554 


28,820 
18,292 


47,112 


56,411 


29,139 
18,623 


47,762 


59,729 


29,951 
18,527 


48,478 


Swine : 

Agricultural  Research  Service 

Cooperative  State  Research  Service. 


Subtotal . 


Sheep  and  Wool : 

Agricultural  Research  Service 

Cooperative  State  Research  Service . 


Subtotal . 


Poultry: 

Agricultural  Research  Service 

Cooperative  State  Research  Service. 


Subtotal . 


Other  Animal  Research: 

Agricultural  Research  Service 
Cooperative  State  Research  Service 


Subtotal . 


Total,  Livestock  Research: 

Agricultural  Research  Service 

Cooperative  State  Research  Service. 

TOTAL 


24,846 
12,612 


37,458 


10,244 
4,715 


34,322 


25,124 
12,655 


10,675 
4,784 


34,955 


35,507 


36,341 


26,960 
13,070 


37,779     40,030 


10,797 
4,751 


14, 

,959 

15, 

,459 

15,548 

22, 

,079 

22, 

,600 

23,421 

12, 

,243 

12, 

,355 

12,700 

36,121 


2,321 
33,186 

2,088 
34,253 

3,481 

rvice 

30,796 

34,277 


123,722    127,704    136,058 
99,190    101,003     98,125 

222,912    228,707    234,183 
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ONITED  STATES  DEPARTMENT  OF  AORICOLTDRE 
Appropriation  for  Pest  Research  and  Control  Programs 
(Dollars  in  Thousands) 

Fiscal  Year 


Resesurch: 
Chemical : 

Ag  Research  Service  

Coop.  State  Research  Service 
Economic  Research  Service  . . . 
Forest  Service  


Subtotal,  Chemical 


Hon -Chemical : 

Ag.  Research  Service  

Coop.  State  Research  Service 
Economic  Research  Service  . . . 
Forest  Service  


1991 

1992 

1993 

1994 

1995 

Actual 

Actual 

Actual 

Estimate 

Budget 

24,698 

24,185 

22,574 

22,237 

20,262 

9,461 

9,974 

9,874 

9,690 

8,985 

200 

200 

200 

200 

200 

46 

25 

21 

20 

21 

34,405 

34,384 

32,669 

32,147 

29,468 

75,293 

83,600 

88,374 

90,629 

102,348 

27,671 

24,659 

20,758 

20,873 

17,901 

120 

120 

120 

120 

120 

4,915 

5,509 

5,391 

5,260 

5,379 

Subtotal,  Non-Chemical  107,999    113,888    114,643    116,882    125,748 


Extension  Service: 

Chemical  

Non- chemical . . . . 


Control : 
Chemical : 

Forest  Service  

Animal  &  Plant  Health  Inspection 

Subtotal ,  Chemical  


8,651 
2,029 


9,143 
51,797 


9,401 
2,204 


4,856 
49,848 


9,401 
2,204 


3,431 
44,867 


9,576 
2,246 


3,072 
46,179 


12,816 
3,006 


2,281 
41,073 


Non-Chemical:  ^ 

Forest  Service  

Animal  &  Plant  Health  Inspection 

Subtotal,  Non-Chemical  

RECAP  BY  AGENCY: 


60, 

,940 

54,704 

48, 

,298 

49,251 

43, 

,354 

13, 

,742 

17,409 

14, 

,427 

13,534 

7, 

,049 

57, 

.817 

57,726 

56, 

,756 

61,690 

54, 

,968 

Animal  &  Plant  Health  Inspection  . 

Ag .  Research  Service  

Coop.  State  Research  Service  , 

Economic  Research  Service  , 

Extension  Service  

Forest  Service  


71,559 


109,614 
99,991 
37,132 
320 
10,680 
27,846 


75,135 


107,574 

107,785 

34,633 

320 

11,605 

27,799 


71,183 


101,623 

110,948 

30,632 

320 

11,605 

23,270 


75,224 


107,869 

112,866 

30,563 

320 

11,822 

21,886 


62,017 


96,041 
122,610 
26,886 
320 
15,822 
14,730 


Total,  DSDA  285,583 


289,716    278,398    285,326    276,409 


Total,  aSDA: 
Chemical  . . . . 
Non -Chemical 


103,996 
181,587 


98,489 
191,227 


90,368 
188,030 


90,974 
194,352 


85,638 
190,771 


TOTAL,  OSDA 285,583    289,716    278,398    285,326    276,409 
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TABLES 


Mr.  DURBIN.  At  this  point  in  the  record,  would  you  please  insert 
the  various  tables  £ind  charts  which  have  been  included  in  the 
hearing  record  in  the  past? 

[The  information  follows:] 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
CURRENT  ORGANIZATION 
Table  1--New  Budget  (Obt igational)  Authority  by  Appropriation 
1993  Actual,  1994  Estimate  and  1995  Estimate 

NOTE:  Amounts  for  1993  and  1994  have  been  adjusted  for  conparabi I i ty  with  the  appropriation 
structure  proposed  in  the  1995  Estimates.  (Amounts  in  parentheses  are  not  included  in  totals.) 

(Dollars  in  Thousands) 


:    1993    :    1994    :    1995 
Agency  or  Item  :   Actual   :  Estimate  :  Estimate 

Office  of  the  Secretary 8,841  10,062  10,184 

Office  of  Budget  and  Program  Analysis 5,756  5,881  5,899 

Rental  Payments  and  Building  Operations 75,633  135,149  138,803 

Advisory  Conriittees 952  940  977 

Hazardous  Waste  Management 16,000  15,802  26,000 

Departmental  Administration 25,798  26,301  118,307 

Office  of  Comnuni  cat  ions 9,393  8,570  8,360 

Office  of  the  Inspector  General 62,786  65,530  63,013 

Office  of  the  General  Counsel 24,554  25,992  26,173 

Economic  Research  Service 58,925  55,205  53,654 

National  Agricultural  Statistics  Service 81,050  81,859  89,500 

World  Agricultural  Outlook  Board 2,537  '   2,566  2,631 

Agricultural  Research  Service 660,667  683,901  701,218 

Buildings  and  Facilities 34,514  32,743  25,700 

Total,  ARS 695,181  716,644  726,918 

Cooperative  State  Research  Service 430,143  453,736  418,548 

Buildings  and  Facilities 52,101  56,874  0 

Total,  CSRS 482,244  510,610  418,548 

Extension  Service 428,428  434,582  432,441 

National  Agricultural  Library 17,715  18,155  19,620 

Animal  and  Plant  Health  Inspection  Service: 

Salaries  and  Expenses 443,478  452,036  436,399 

Buildings  and  Facilities 10,400  10,145  6,973 

Total,  APHIS 453,878  462,181  443,372 

Food  Safety  and  Inspection  Service 493,655  516,738  534,223 

Federal  Grain  Inspection  Service 11,397  11,532  11,325 

Agricultural  Marketing  Service: 

Marketing  Services 56,139  57,456  58,541 

Payments  to  States  and  Possessions 1,250  1,300  1,250 

Total,  AMS 57,389  58,756  59,791 

Packers  and  Stockyards  Acininistration 11,996  12,123  11,989 

Federal  Crop  Insurance  Corporation: 

Adninistrative  and  Operating  Expenses 309,948  290,116  285,862 

Federal  Crop  Insurance  Corporation  Fund 285,794  235,794  219,107 

Total,  FCIC 595,742  525,910  504,969 

Commodity  Credit  Corporation: 

Coimodity  Credit  Corporation  Loans  Program  Account 3,320  3,381  3,437 

Reimbursement  for  Net  Realized  Losses 10,650,000  18,000,000  15,500,000 

Portion  Applied  to  Debt  Reduction,  Portion  Applied  to 
Liquidate  Contract  Authority,  and  Transferred  to 
Other  Accounts -10,650,000  -18,000,000  -15,500,000 

Total,  CCC 3,320  3,381  3,437 
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1993  1994  1995 

Agency  or  Item  Actual   :  Estimate  Estimate 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 724,714  730,842  795,098 

Dairy  Indemnity  Program 5  0  0 

Agricultural  Conservation  Program 194,435  194,650  100,000 

Forestry  Incentives  Program 12,446  12,820  6,625 

Water  Bank  Program 18,620  8,000  8,000 

Emergency  Conservation  Program 64,367  0  3,000 

Colorado  River  Basin  Salinity  Control  Program 13,783  13,783  8,394 

Conservation  Reserve  Program 1,547,150  1,743,274  1,752,216 

Wetlands  Reserve  Program 0  66,675  240,900 

Total,  ASCS 2,575,520  2,770,044  2,914,233 

Soil  Conservation  Service: 

Conservation  Operations 576,740  591,178  639,635 

River  Basin  Surveys  and  Investigations 13,251  13,482  11,000 

Watershed  Planning 9,545  10,921  7,400 

Watershed  and  Flood  Prevention  Operations 278,594  266,965  25,000 

Resource  Conservation  and  Development 32,516  32,945  26,157 

Great  Plains  Conservation  Program 25,271  25,658  10,937 

Total,  SCS 935,917  941,149  720,129 

Fanners  Home  Adninistration: 

Salaries  and  Expenses 9,300  36, 152  50,771 

Rural  Housing  Insurance  Fund  Program  Account 1,001,775  1,114,795  745,892 

Rental  Assistance  Grants 403,986  446,694  523,008 

Self-Help  Housing  Land  Development  Program  Account 43  34  25 

Agricultural  Credit  Insurance  Program  Account 433,660  475,111  421,692 

Agricultural  Resource  Conservation  Demonstration 

Guaranteed  Loan  Program  Account 3,644  3,599  3,086 

State  Mediation  Grants 3,000  3,000  0 

Very  Low  Income  Housing  Repair  Grants.... 27,500  25,000  25,000 

Rural  Housing  for  Domestic  Farm  Labor 43,500  11,000  11,000 

Mutual  and  Self-Help  Housing 12,750  12,750  12,750 

Supervisory  and  Technical  Assistance  Grants 2,500  2,500  2,500 

Rural  Housing  Voucher  Program  0  25,000  25,000 

Compensation  for  Construction  Defects 500  500  500 

Rural  Housing  Preservation  Grants 23,000  23,000  23,000 

Outreach  for  Socially  Disadvantaged  Farmers 0  3,000  5,000 

Total,  FmHA 1,965,158  2,182,135  1,849,224 

Alternative  Agricultural  Research  and  Conmerciatization...  7,250  9,000  9,000 

Agricultural  Cooperative  Service 5,640  4,593  0 

Rural  Development  Adninistration: 

Rural  Development  Insurance  Fund  Program  Account 207,666  201,825  237,026 

Rural  Development  Loan  Fund  Program  Account 19,145  57,481  67,490 

Alcohol  Fuels  Credit  Guarantee  Program  Account 9,J00  0  0 

Rural  Water  and  Waste  Disposal  Grants 425,000  500,000  525,000 

Rural  Conmunity  Fire  Protection  Grants 3,500  3,500  5,000 

Rural  Development  Grants 20,750  42,500  50,000 

Solid  Waste  Management  Grants 3,000  3,000  3,200 

Emergency  Community  Water  Assistance  Grants 30,000  10,000  0 

Rural  Telecommunication  Partnership  Loan  Prog.  Acct.  ...  0  0  2,139 

Rural  Technology  and  Cooperative  Development  Grants 0  0  5,000 

Local  Technical  Assistance  and  Planning  Grants 0  0  5,000 

Salaries  and  Expenses 5,200  0  0 

Total,  RDA 723,361  818,306  899,855 

Rural  Electrification  Adninistration: 

Rural  Electrification  and  Telephone  Revolving  Fund 

Program  Account 225,820  115,488  48,694 

Rural  Telephone  Bank  Program  Account 8,667  11,912  8,853 

Economic  Development  Loans  Program  Account 3,423  3,423  3,077 

Distance  Learning  and  Medical  Link  Programs 5,000  10,000  5,000 

Salaries  and  Expenses 243  0  0 

Total,  REA 243,153  140,823  65,624 
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:    1993  :    1994  :    1995 

Agency  or  Item  :   Actual  :  Estimate  :  Estimate 

Food  and  Nutrition  Service: 

Child  Nutrition  Programs 2,536,098  2,727,022  2,238,533 

Transfer  from  Section  32 (4,290,455)  (4,770,109)  (5,212,818) 

Total,  Child  Nutrition  Programs (6,826,553)  (7,497,131)  (7,451,351) 

Special  Milk  Program 14,898  20,277  18,089 

Special  Supplemental  Feeding  Program  for  Women, 

Infants,  and  Children  (WIC) 2,860,000  3,210,000  3,563,588 

Commodities  Supplemental  Food  Program 94,500  104,500  94,500 

Food  Stamp  Program 27,064,357  27,045,655  27,687,710 

Nutrition  Assistance  for  Puerto  Rico 1,040,175  1,078,528  1,143,000 

Food  Donations  Programs  for  Selected  Groups 256,513  258,641  229,596 

Emergency  Food  Assistance  Program 165,000  120,000  40,000 

Food  Program  A(*ninistration 103,535  107,767  106,983 

Total,  FNS 34,135,076  34,672,390  35,121,999 

Human  Nutrition  Information  Service 8,538  11,068  18,403 

Foreign  Agricultural  Service 110,023  118,027  122,426 

Office  of  General  General  Sales  Manager ., (8,866)  (9,158)  (9,219) 

Public  Law  480: 

Grants 1,188,874  1,147,580  967,258 

Debt  Restructuring 40,000  0  0 

P. L.  480  Program  Account 344,506  349,425  278,182 

Total,  Public  Law  480 1,573,380  1,497,005  1,245,440 

Office  of  International  Cooperation  and  Development 7,247  0  0 

Total,  Direct  Appropriations,  Agricultural  Bill 45,913,433  46,869,009  46,676,467 

Forest  Service: 

Forest  Research 182,715  193,083  230,120 

State  and  Private  Forestry 176,548  168,107  117,508 

National  Forest  Svstem 1,678,065  1,553,893  1,451,210 

Forest  Service  Protection 374,574  380,330  529,192 

International  Forestry 0  6,996  10,000 

Land  Acquisition 63,743  65,665  66,462 

Range  Betterment  Fund 4,647  4,600  4,584 

Total,  Forest  Service 2,480,292  2,372,674  2,409,076 

Total,  Direct  Appropriations,  USDA 48,393,725  49,241,683  49,085,543 

PERMANENT  APPROPRIATIONS- -FEDERAL  FUNDS: 

Cooperative  State  Research  Service 2,850  2,850  2,850 

Agricultural  Marketing  Service: 

Perishable  Agricultural  Commodities  Act  Fund 7,378  7,820  7,881 

Funds  for  Strengthening  Markets,  Income 

and  Supply  (Section  32) 626,954  523,015  426,582 

Comnodity  Credit  Corporation: 

Export  Credit  Program  Account 752,064  399,896  394,393 

Guaranteed  Loans  Liquidating  Account 443,570  0  0 

National  Uool  Act 191,115  179,305  197,952 

CCC  Fund 13,180,205  10,872,435  8,827,202 

Rural  Development  Actninistration: 

Rural  Development  Insurance  Fund  Liquidating  Account..  500,000  415,000  169,197 

Rural  Development  Insurance  Fund  Program  Account 2,990  1,835  0 

Rural  Development  Loan  Fund -2,751  -3,074  -3,357 

Rural  Development  Loan  Program  Account 24  309  0 
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1993  1994  1995 

Agency  or  Item                          :   Actual  Estimate  :  Estimate 

PERMANENT  APPROPRIATIONS- -FEDERAL  FUNDS  (Cont'd): 

Farmers  Home  Adninistration: 

Agricultural  Credit  Insurance  Program  Account 18,796  16,992  0 

Agricultural  Credit  Insurance  Fund  Liquidating  Account  -69,639  50,000  -623,000 

Rural  Housing  Insurance  Fund  Program  Account 78,941  54,729  0 

Rural  Housing  Insurance  Fund  Liquidating  Account 22,739  857,200  292,293 

Self-Heip  Housing  Land  Development  Liquidating  Accoint  -508  0  0 
Agricultural  Resource  Conservation  Demonstration 

Guaranteed  Loan  Program  Account 1,578  0  0 

Rural  Electrification  Acknini  strati  on: 
Rural  Electrification  and  Telephone  Loans: 

Program  Account 23,465  8,522  12,941 

Liquidating  Account 247,000  -1,263,287  -955,069 

Rural  Telephone  Bank  Program  Account 52  1,369  0 

Rural  Telephone  Bank  Liquidating  Account 24,301  -109,636  -105,524 

Economic  Development  Loans  Program  Account 3  0  0 

Rural  Economic  Development  Grants 0  -1,571  -1,468 

Rural  Communication  Development  Fund 0  502  1,498 

Food  and  Nutrition  Service: 

Child  Nutrition  Programs 4,290,455  4,770,109  5,212,818 

Emergency  Food  Assistance  Program 0  230  230 

P.L.  102-552  Temporary  Assistance 42,329  0  0 

P. L.  480  Program  Account 0  14,304  0 

P.L.  480  Liquidating  Account -640,799  -598,905  -535,786 

Total,  Permanent  Appropriations  (Excluding  FS) 19,743,112  16,199,949  13,321,633 

Forest  Service: 

National  Forest  System 2,962  -  13,425  14,000 

Operations  and  Maintenance  of  Quarters 6,879  6,881  6,788 

Pacific  Yew  Sales 326  250  250 

Permament 532,035  552,684  467,805 

Total,  Forest  Service  Permanent  Appropriations 542,202  573,240  488,843 

Total,  Permanent  Appropriations,  Federal  Funds 20,285,314  16,773,189  13,810,476 

PERMANENT  APPR0PRIATIONS--TRUST  FUNDS: 

Office  of  the  Secretary 1,237  3,270  1,545 

Economic  Research  Service 300  389  379 

National  Agricultural  Statistics  Service 228  243  240 

Agricultural  Research  Service 11,066  11,500  11.500 

National  Agricultural  Library 106  100  100 

Animal  and  Plant  Health  Inspection  Service 5,618  6,921  6,921 

Food  Safety  and  Inspection  Service 2,097  2,043  2,043 

Agricultural  Marketing  Service 103,028  100,945  100,945 

Soil  Conservation  Service  239  495  447 

Foreign  Agricultural  Service 2,875  3,500  3,500 

Total,  Permanent  Approp.,  Trust  Funds  (Excluding  FS)..  126,794  129,406  127,620 
Forest  Service: 

Reforest  rat  ion  Trust  Fund 30,093  30,000  30,000 

Cooperative  Work  Trust  Fund 310,190  275,743  316,855 

Gifts,  Donations  and  Bequests 6  96  89 

Total,  Forest  Service  Trust  Funds 340,289  305,839  346,944 

Total,  Permanent  Appropriations,  Trust  Funds 467,033  435,245  474,564 

Total,  Permanent  Appropriations 20,752,397  17,208,434  14,285,040 

Subtotal,  USOA,  Existing  Legislation 69,146,122  66,450,117  63,370,583 

OFFSETTING  RECEIPTS: 

Excluding  Forest  Service -311,315  -163,476  -162,961 

Forest  Service -992,894  -1,130,260  -1,062,774 

Total,  Offsetting  Receipts -1,304,209  -1,293,736  -1,225,735 

Total,  USDA,  Existing  Legislation 67,841,913  65,156,381  62,144,848 
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Agency  or  Item 


:    1993 

:   Actual   : 

1994 
Estimate  : 

1995 
Estimate 

0 

1,400 

0 

0 

340,500 

0 

0 

25,000 

0 

0 

366,900 

0 

0 
0 
0 
0 

-16,233 

-8,460 

-30,002 

-34,000 

0 
0 
0 
0 

0 

-12,167 

0 

0 
0 
0 

-12,167 

-5,094 

-15,645 

0 
0 
0 

PROPOSED  SUPPLEMENTALS: 

Extension  Service 

Soil  Conservation  Service: 

Watershed  and  Flood  Prevention  Operations 

Agricultural  Stabilization  and  Conservation  Service: 

Emergency  Conservation  Program 


Total,  Proposed  Supplementals 

PROPOSED  RESCISSION: 
Agricultural  Research  Service 

Buildings  and  Facilities 

Cooperative  State  Research  Service 

Buildings  and  Facilities 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 

Farmers  Home  Administration: 

Salaries  and  Expenses 

Agricultural  Credit  Insurance  Program  Account 

Rural  Housing  Insurance  Fund  Program  Account 

Soil  Conservation  Service: 

Conservation  Operations 0     -12,167 

Rural  Electrification  Administration: 

Rural  Electrification  and  Telephone  Loans: 

Program  Account 0     -12,133 

Public  Law  480: 

P.L.  480  Grants 

P . L .  480  Program  Account 

Food  and  Nutrition  Service: 

Conmodities  Supplemental  Food  Program 


Total,  Proposed  Rescissions 

PROPOSED  LEGISLATION: 

Food  Safety  and  Inspection  Service 

Federal  Grain  Inspection  Service  

Agricultural  Marketing  Service  

Packers  and  Stockyards  Administration 

Agricultural  Stabilization  S.   Conservation  Service: 

Salaries  and  Expenses 

Comnodity  Credit  Corporation 

Federal  Crop  Insurance  Corporaton 

Agricultural  Cooperative  Service: 

Salaries  and  Expenses 


Total,  Proposed  Legislation 

TOTAL,  UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 67,856,783   65,267,932 


0 
0 

-49,600 
-35,400 

0 
6 

0 

-12,281 

0 

0 

-255.349 

0 

0 
0 
0 
0 

0 
0 
0 
0 

-103,000 
-5,021 
-6,148 
-8,437 

0 
0 
0 

0 
0 
0 

-40,000 

-974,104 

648,110 

0 

0 

-450 

0 

0 

-489,050 

67.856,783 

65,267,932 

61,656,840 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
PROPOSED  REOGRANIZATION 
Table  1A--New  Budget  (Obligational)  Authority  by  Appropriation 
1993  Actual,  1994  Estimate  and  1995  Estimate 

NOTE:  Amounts  for  1993  and  1994  have  been  adjusted  for  comparability  nith  the  appropriation 
structure  proposed  in  the  1995  Estimates.   (Amounts  in  parentheses  are  not  included  in  totals.) 

(Dollars  in  Thousands) 


1993  1994  1995 

Agency  or  Item                         :  Actual     :  Estimate      Estimate 

Office  of  the  Secretary 9,253  9,474  9,595 

Departmental  Administration 21,397  21,835  113,027 

Hazardous  Waste  Management 16,000  15,802  26,000 

Agricultural  Buildings  and  Facilities 75,633  135,149  138,803 

Advisory  Coninittecs 952  940  977 

Office  of  Conmuni  cat  ions 8,363  7,997  7,776 

Office  of  the  Inspector  General 62,786  65,530  63,013 

Office  of  the  General  Counsel 24,554  25,992  26,173 

Executive  Operations: 

Off  ice  of  Budget  and  Program  Analysis 5,756  5,881  5,899 

Chief  Economist 3,607  3,820  3,904 

National  Appeals  Division 9,764  9,879  9,869 

Chief  Financial  Officer 4,583    ,    5,041  5,860 

Total,  EO 23,710  24,621  25,532 

Economic  Research  Service 58,608  54,871  53,314 

National  Agricultural  Statistics  Service 80,733  81,525  89,160 

Agricultural  Research  and  Education  Service: 

Agricultural  Research  Service 660,667  683,901  701,218 

Buildings  and  Facilities 34,514  32,743  25,700 

Total,  ARS 695,181  716,644  726,918 

Cooperative  State  Research  Service 430,143  453,736  418,548 

Buildings  and  Facilities 52,101  56,874  0 

Total,  CSRS 482,244  510,610  418,548 

Extension  Service 428,428  434,582  432,441 

National  Agricultural  Library 17,715  18,155  19,620 

Total,  ARES 1,623,568  1,679,991  1,597,527 

Aninal  and  Plant  Health  Inspection  Service 443,478  452,036  436,399 

Buildings  and  Facilities 10,400  10,145  6,973 

Total,  APHIS 453,878  462,181  443,372 

Food  Safety  and  Inspection  Service 493,655  516,738  534,223 

Agricultural  Marketing  Service: 

Marketing  Services 56,139  57,456  58,541 

Payments  to  States  and  Possessions 1,250  1,300  1,250 

Total,  AMS 57,389  58,756  59,791 

Grain  Inspection,  Packers  and  Stockyards  Adninistration: 

Federal  Grain  Inspection  Service 11,397  11,532  11,325 

Packers  and  Stockyards  Administration 11,996  12,123  11,989 

Total,  GI&PSA 23,393  23,655  23,314 

Farm  Service  Agency: 

Salaries  and  Expenses  1,001,193  985,139  1,052,516 

Conservation  Reserve  Program 1,547,150  1,743,274  1,752,216 

Dairy  Indemnity  Program 5  0  0 

Federal  Crop  Insurance  Corporation  Fund 285,794  235,794  219,107 

Coemodity  Credit  Corporation  Loans  Program  Accoint...  3,320  3,381  3,437 

State  Mediation  Grants 3,000  3,000  0 

Agricultural  Credit  Insurance  Program  Account 425,636  467,074  413,674 

Agricultural  Resource  Conservation  Demonstration 

Guaranteed  Loan  Program  Account 3,644  3,599  3,086 

Total,  FSA 3,269,742  3,U1,261  3,444,036 
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:  1993      :    1994     :    1995 

Agency  or  Item                         :  Actual     :  Estimate    :  Estimate 

Natural  Resources  Conservation  Service: 

Conservation  Operations 608,469  625,155  666,228 

River  Basin  Surveys  and  Investigations 13,251  13,482  11,000 

Watershed  Planning 9,545  10,921  7,400 

Watershed  and  Flood  Prevention  Operations 278,594  266,965  25,000 

Resource  Conservation  and  Development 32,516  32,945  26,157 

Great  Plains  Conservation  Program 25,271  25,658  10,937 

Agricultural  Conservation  Program 194,435  194,650  100,000 

Forestry  Incentives  Program 12,446  12,820  6,625 

Water  Bank  Program 18,620  8,000  8,000 

Colorado  River  Basin  Salinity  Control  Program 13,783  13,783  8,394 

Wetlands  Reserve  Program 0  66,675  240,900 

Emergency  Conservation  Program 64,367  0  3,000 

Total,  HRCS 1,271,297  1,271,054  1,113,641 

Rural  Utilities  Service: 

Salaries  and  Expenses 5,443  0  0 

Distance  Learning  and  Medical  Link  Programs 5,000  10,000  5,000 

Solid  Waste  Management  Grants 3,000  3,000  3,200 

Emergency  Community  Water  Assistance  Grants 30,000  10,000  0 

Rural  Water  and  Waste  Disposal  Grants 425,000  500,000  525,000 

Rural  Utilities  Service  Program  Account 0  0  154,072 

Rural  Electrification  and  Telephone  Revolving  Fund 

Program  Account 225,820  115,488  48,694 

Rural  Telephone  Bank  Program  Account 8,667  11,912  8,853 

Total,  RUS 702,930    ~   650,400  744,819 

Rural  Housing  and  Community  Development  Service: 

Salaries  and  Expenses 9,300  36,152  42,094 

Rental  Assistance  Grants 403,986  446,694  523,006 

Outreach  for  Socially  Disadvantaged  Farmers 0  3,000  5,000 

Rural  Comnunity  Fire  Protection  Grants 3,500  3,500  5,000 

Rural  Housing  Voucher  Program  0  25,000  25,000 

Very  Low  Income  Housing  Repair  Grants 27,500  25,000  25,000 

Rural  Housing  for  Domestic  Farm  Labor 43,500  11,000  11,000 

Mutual  and  Self -Help  Housing 12,750  12,750  12,750 

Supervisory  and  Technical  Assistance  Grants 2,500  2,500  2,500 

Compensation  for  Construction  Defects 500  500  500 

Rural  Housing  Preservation  Grants 23,000  23,000  23,000 

Rural  Housing  and  Comnunity  Development  Service 

Program  Account  0  0  56,603 

Rural  Telecommunication  Partnership  Loan 

Program  Account  0  0  2,139 

Rural  Housing  Insurance  Fund  Program  Account 1,001,775  1,114,795  745,892 

Rural  Development  Insurance  Fund  Program  Account 207,666  201,825  0 

Self-Help  Housing  Land  Development  Program  Account...  43  34  25 

Total,  RH&CDS 1,736,020  1,905,750  1,479,511 

Rural  Business  and  Cooperative  Development  Service: 

Salaries  and  Expenses 0  0  9,719 

Rural  Development  Grants 20,750  42,500  50,000 

Rural  Technology  and  Cooperative  Development  Grants..  0  0  5,000 

Local  Technical  Assistance  and  Planning  Grants 0  0  5,000 

Agricultural  Cooperative  Service 5,640  4,593  0 

Alternative  Agricultural  Research  &  Commercialization  7,250  9,000  9,000 
Rural  Business  and  Cooperative  Development  Service 

Program  Account 0  0  26,351 

Alcohol  Fuels  Credit  Guarantee  Program  Account 9,100  0  0 

Rural  Development  Loan  Fund  Program  Account 19,145  57,481  67,490 

Economic  Development  Loans  Program  Account 3,423  3,423  3,077 

Total,  RB&CDS 65,308  116,997  175,637 
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1993  1994  1995 

Agency  or  Item                         :   Actual     :  Estimate  Estimate 

International  Agricultural  Trade  Service: 
Foreign  Agricultural  Service  and 

General  Sales  Manager 110.023  118,027  122,426 

Office  of  International  Cooperation  and  Development  .  7,247  0  0 

Public  Law  480  Grants 1,188,874  1,147,580  967,258 

Debt  Reduction 40,000  0  0 

P. L.  480  Program  Accomt 344,506  349,425  278,182 

Total,  I  ATS 1,690,650  1,615,032  1,367,866 

Food  and  Consumer  Service: 

Food  Program  Administration 103,535  107,767  106,983 

Food  Stamp  Program 27,064,357  27,045,655  27,687,710 

Nutrition  Assistance  for  Puerto  Rico 1,040,175  1,078,528  1,143,000 

Special  Milk  Program 14,898  20,277  18,089 

State  Child  Nutrition  Prograi,s 2,536,098  2,727,022  2,238,533 

Transfer  from  Section  32 (4,290,455)  (4,770,109)  (5,212,818) 

Total,  State  Child  Nutrition  Programs (6,826,553)  (7,497,131)  (7,451,351) 

Special  Supplemental  Feeding  Program  for  Women, 

Infants,  and  Children  (UIC) 2,860,000  3,210,000  3,563,588 

Commodities  Supplemental  Food  Program 94,500  104,500  94,500 

Food  Donations  Programs  for  Selected  Groups 256,513  258,641  229,596 

Emergency  Food  Assistance  Program 165,000  120,000  40,000 

Total,  FCS 34,135,076  34,672,390  35,121,999 

Nutrition  Research  and  Education  Service 8,538  ,    11,068  18,403 

Total,  Direct  Appropriations,  Agricultural  Bill..  45,913,433  46,869,009  46,677,509 
Forest  Service: 

National  Forest  System 1,559,783  1,553,893  1,451,210 

Reappropriation 118,282  0  0 

Forest  Research 182,715  193,083  230,120 

State  and  Private  Forestry 176,548  168,107  117,508 

Forest  and  Rangeland  Protection 374,574  380,330  529,192 

International  Forestry 0  6,996  10,000 

Range  Betterment  Fund 4,647  4,600  4,584 

Land  Acquisition 63,743  65,665  66,462 

Total,  Forest  Service 2,480,292  2,372,674  2,409,076 

Total,  Direct  Appropriations,  USOA 48,393,725  49,241,683  49,086,585 

PERMANENT  APPROPRIATIONS- -FEDERAL  FUNDS: 
Agricultural  Research  and  Education  Service: 

Cooperative  State  Research  Service 2,850  2,850  2,850 

Agricultural  Marketing  Service: 

Perishable  Agricultural  Connodi ties  Act  Fund 7,378  7,820  7,881 

Funds  for  Strengthening  Markets,  Income 

and  Supply  (Section  32) 626,954  523,015  426,582 

Farm  Service  Agency: 

Export  Credit  Program  Account 752,064  399,896  394,393 

Guaranteed  Loans  Liquidating  Account 443,570  0  0 

National  Wool  Act 191,115  179,305  197,952 

CCC  Fund 13,180,205  10,872,435  8,827,202 

Agricultural  Credit  Insurance  Fund: 

Program  Account 18,796  16,992  0 

Liquidating  Account -69,639  50,000  -623,000 

Agricultural  Resource  Conservation  Demonstration 

Guaranteed  Loan  Program  Account 1,578  0  0 

Rural  Utilities  Service: 

Rural  Electrification  ar>d  Telephone  Loans: 

Program  Account 23,465  8,522  12,941 

Liquidating  Account 247,000  -1,263,287  -955,069 

Rural  Telephone  Bank: 

Program  Account 52  1,369  0 

Liquidating  Account 24,301  -109,636  -105,524 
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:  1993     :    1994      :    1995 

Agency  or  Item                        :  Actual    :  Estimate    :  Estimate 

PERMANENT  APPROPRIATIONS—FEDERAL  FUNDS  (Cont'd): 

Rural  Housing  and  Connunity  Development  Service: 
Rural  Development  Insurance  Fund: 

Program  Account 2,990  1,835  0 

Liquidating  Account 500,000  415,000  169,197 

Rural  Communication  Development  Fund 0  502  1,498 

Rural  Housing  Insurance  Fund  Program  Account 78,941  54,729  0 

Rural  Housing  Insurance  Fund  Liquidating  Account...  22,739  857,200  292,293 
Self-Help  Housing  land  Development  Fund 

Liquidating  Account "508  0  0 

Rural  Business  and  Cooperative  Development  Service: 

Rural  Development  Loan  Program  Account 24  309  0 

Economic  Development  Loans  Program  Account 3  0  0 

Rural  Economic  Development  Grants 0  -1,571  -1,468 

Rural  Development  Loan  Fund -2,751  -3,074  -3,357 

International  Agricultural  Trade  Service: 

P. L.  480  Program  Account 0  14,304  0 

P.L.  480  Liquidating  Account -640,799  -598,905  -535,786 

Food  and  Consimer  Service:  

State  Child  Nutrition  Programs 4,290,455  4,770.109  5,212,818 

Emergency  Food  Assistance  Program 0  230  230 

P.L.  102-552  Temporary  Assistance 42,329  0  0 

Total,  Permanent  Appropriations  (Excluding  FS) 19,743,112  15,199,949  13,321,633 

Forest  Service:  _        .,  

National  Forest  System 2.962  .    13,425  14,000 

Operations  and  Maintenance  of  Quarters 6.879  6,881  ',?? 

Pacific  Yen  Sales 326  250  250 

Permanent 532,035  552,684  ^f!:?°5 

Total.  Forest  Service  Permanent  Appropriations...  542.202  573,240  488,843 

Total,  Permanent  Appropriations,  Federal  Funds 20,285,314  16,773,189  13,810,476 

PERMANENT  APPROPRIATIONS- -TRUST  FUNDS: 

Office  of  the  Secretary 1,237  3,270  1,545 

Economic  Research  Service 300  389  379 

National  Agricultural  Statistics  Service 228  243  240 

Agricultural  Research  and  Education  Service: 

Agricultural  Research  Service 11,066  11,500  "',22 

National  Agricultural  Library 106  100  100 

Animal  and  Plant  Health  Inspection  Service 5,618  6,921  'n/J 

Food  Safety  and  Inspection  Service 2,097  2,043  .Ji'^t 

Agricultural  Marketing  Service 103,028  100,945  ''°°''i| 

Natural  Resources  Conservation  Service 239  495  ■,  t^n 

International  Agricultural  Trade  Service 2,875  3,500  3,500 

Total,  Permanent  Approp.  Trust  Funds  (Excluding  FS)  126,794  129,406  127,620 

Forest  Service:  ,_  

Reforestration  Trust  Fund 30.093  30,000  30,000 

Cooperative  Work  Trust  Fund 310,190  275.743  '^^'  |o 

Gifts,  Donations  and  Bequests 6  96  89 

Total,  Forest  Service  Trust  Funds 340,289  305,839  346,944 

Total,  Permanent  Appropriations,  Trust  Funds 467,083  435,245  474,564 

Total.  Permanent  Appropriations 20,752.397  17,208,434  14,285,040 

Subtotal,  USDA,  Existing  Legislation 69,146,122  66,450,117  63,371,625 

OFFSETTING  RECEIPTS: 

Excluding  Forest  Service -311,315  -163,476  -162.961 

Forest  Service -992.894  -1,130.260  -1,062,774 

Total.  Offsetting  Receipts -1,304,209  -1,293,736  -1,225,735 

Total,  USDA,  Existing  Legislation 67,841,913  65,156,381  62,145,890 
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:    1993      :    1994  1995 

Agency  or  Item  :   Actual     :  Estimate    :  Estimate 

PROPOSED  SUPPLEMENTALS; 

Agricultural  Research  and  Education  Service: 

Extension  Service 0         1,400  0 

Natural  Resources  Conservation  Service: 

Watershed  and  Flood  Prevention  Operations 0       340,500  0 

Emergency  Conservation  Program 0        25,000  0 

Total,  Proposed  Si^iplementals 0       366,900  0 

PROPOSED  RESCISSION: 
Agricultural  Research  and  Education  Service: 

Agricultural  Research  Service 0       -16,233  0 

Bui  Idings  and  facilities 0        -8,460  0 

Cooperative  State  Research  Service 0       -30,002  0 

Buildings  and  Facilities 0       -34,000  0 

Farm  Service  Agency: 

Salaries  and  Expenses 0       -12,167  0 

Agricultural  Credit  Insurance  Program  Account 0        -5,094  0 

Natural  Resources  Conservation  Service: 

Conservation  Operations  0       -12,167  0 

Rural  Utilities  Service: 
Rural  Electrification  and  Telephone  Loans: 

Program  Account 0       -12,133  0 

Rural  Housing  and  Community  Development  Service: 

Salaries  and  Expenses 0       -12,167  0 

Rural  Housing  Insurance  Fund  Program  Account 0    ^   -15,645  0 

International  Agricultural  Trade  Service: 

P.L.  480  Grants 0       -49,600  0 

P. L.  480  Program  Account 0       -35,400  0 

Food  and  ConsLsner  Service: 
Conmodities  Supplemental  Food  Program 0       -12,281  0 

Total,  Proposed  Rescissions 0      -255,349  0 

PROPOSED  LEGISLATION: 

Food  Safety  and  Inspection  Service 0  .  0  -103,000 

Agricultural  Marketing  Service  6  0  -6,148 

Grain  Inspection,  Packers  &  Stockyards  Administration: 

Federal  Grain  Inspection  Service  0  0  -5,021 

Packers  and  Stockyards  Adninistration 0  0  -8,437 

Farm  Service  Agency: 

Salaries  and  Expenses 0  0  -40,000 

Commodity  Credit  Corporation 0  0  -974,104 

Federal  Crop  Insurance  Corporation  Fund 0  0  648,110 

Rural  Business  and  Cooperative  Development  Service: 

Salaries  and  Expenses 0  0  -450 

Total,  Proposed  Legislation 0  0      -489,050 

TOTAL,  UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 67,856,783     65,267,932     61,656,840 


156 


UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

Table  2--Reconci liat'on  between  199A  Appropriations  as  shown  in  Appropriations  Act  and  1994 
Estimate  to  Reflect  Cotnparabi  I  i  ty  with  the  1995  Budget 
(Dollars  in  Thousands) 


:  1994     :           :  1994 
Agency  or  Item                     :Ap>propriations:  Adjustments  :    Estimate 

Office  of  the  Secretary: 

Itrmedi ate  Office 2,308  7,754  10,062 

Office  of  the  Deputy  Secretary 550  -550  0 

Office  of  the  Assistant  Secretary  for  Administration.  803  -803  0 
Office  of  the  Assistant  Secretary  for  Congresssional 

Relations 1,325  -1,325  0 

Office  of  the  Assistant  Secretary  for  Economics 586  -586  0 

Office  of  the  Assistant  Secretary  for  Science  and 

Education 566  -566  0 

Office  of  the  Assistant  Secretary  for  Marketing  and 

Inspection  Services 687  -687  0 

Office  of  the  Under  Secretary  for  International 

Affairs  and  Comnodity  Programs 560  -560  0 

Office  of  the  Assistant  Secretary  for  Natural 

Resources  and  Environment 575  -"  -575  0 

Office  of  the  Under  Secretary  for  Small  Conmunity 

and  Rural  Development 580    .  -580  0 

Office  of  the  Assistant  Secretary  for  Food  and 

Consumer  Services 551  -551  0 

Total,  Office  of  the  Secretary 9,091  971  10,062 

Office  of  Budget  and  Program  Analysis 5,881  0  5,881 

Rental  Payments  and  Building  Operations 135,503  -354  135,149 

Advisory  Comnittees 940  0  940 

Hazardous  Waste  Management 15,802  0  15,802 

Departmental  Administration 26,301  0  26,301 

Office  of  Public  Affairs 8,570  0  8,570 

Office  of  Intergovernmental  Affairs 475  -475  0 

Office  of  the  Inspector  General 65,530  0  65,530 

Office  of  the  General  Counsel 25,992  0  25,992 

Economic  Research  Service 55,219  -14  55,205 

National  Agricultural  Statistics  Service 81,764  95  81,859 

World  Agricultural  Outlook  Board 2,566  0  2,566 

Alternative  Agricultural  Research  and  Comnercialization  9,000  0  9,000 

Agricultural  Research  Service 694,969  -11,068  683,901 

Buildings  and  Facilities 32,743  0  32,743 

Total,  ARS 727,712  -11,068  716,644 

Cooperative  State  Research  Service 453,736  0  453,736 

Buildings  and  Facilities 56,874  0  56,874 

Total,  Cooperative  State  Research  Service 510,610  0  510,610 

Extension  Service...- 434,582  0  434,582 

National  Agricultural  Library 18,155  0  18,155 

Animal  and  Plant  Health  Inspection  Service: 

Salaries  and  Expenses 439,564  12,472  452,036 

Transfer  from  Nutrition  Assistance  to  Puerto  Rico 12,472  -12,472  0 

Buildings  and  Facilities 10,145  0  10,145 

Total,  APHIS 462,181  0  462,181 

Food  Safety  and  Inspection  Service 516,738  0  516,738 

Federal  Grain  Inspection  Service 11,532  0  11,532 

Agricultural  Marketing  Service: 

Marketing  Services 61,614  -4,158  57,456 

Payments  to  States  and  Possessions 1,735  -435  1,300 

Total,  AHS 63,349  -4,593  58,756 

Agricultural  Cooperative  Service 0  4,593  4,593 

Packers  and  Stockyards  Acfcninistration 12,123  0  12,123 
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1994      :  1994 
Agency  or  Item                     : Appropriations:  Adjustments  :    Estimate 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 730,842  0  730,842 

Agricultural  Conservation  Program 194,650  0  194,650 

Forestry  Incentives  Program 12,820  0  '  12,820 

Water  Bank  Program 8,000  0  8,000 

Colorado  River  Basin  Salinity  Control  Program 13,783  0  13,783 

Wetlands  Research  Program  66,675  66,675 

Conservation  Reserve  Program 1,743,274  0  1,743,274 

Total,  ASCS 2,770,044  0  2,770,044 

Federal  Crop  Insurance  Corporation: 

A<*ninisTrative  and  Operating  Expenses 290,116  0  290,116 

Federal  Crop  Insurance  Corporation  Fund 235,794  0  235,794 

Total,  FCIC 525,910  0  525,910 

Commodity  Credit  Corporation: 

Commodity  Credit  Corporation  Loans  Program  Account 3,381  0  3,381 

Reimbursement  for  Net  Realized  Losses 18,000,000  0     18,000,000 

Portion  Applied  to  Debt  Reduction -18,000,000  0    -18,000,000 

Total,  CCC 3,381  0  3,381 

Soil  Conservation  Service: 

Conservation  Operations 591,049  129  591,178 

River  Basin  Surveys  and  Investigations 13,482  0  13,482 

Watershed  Planning 10,921  0  10,921 

Watershed  and  Flood  Prevention  Operations 266,965    ^  0  266,965 

Resource  Conservation  and  Development 32,945  0  32,945 

Great  Plains  Conservation  Program 25,658  0  25,658 

Total,  SCS 941,020  129  941,149 

Rural  Development  Adninistration 

Rural  Development  Insurance  Fund  Program  Account 201,825  0  201,825 

Rural  Development  Loan  Fund  Program  Account 57,481  0  57,481 

Alcohol  Fuels  Credit  Guarantee  Program  Accocffit 0  0  0 

Rural  Water  and  Waste  Disposal  Grants 500,000  0  500,000 

Rural  Community  Fire  Protection  Grants 3,500  0  3,500 

Rural  Development  Grant  Program 42,500  0  42,500 

Solid  Waste  Management  Grants 3,000  0  3,000 

Emergency  Community  Water  Assistance  Grants 10,000  0  10,000 

Total,  ROA 818,306  0  818,306 

Farmers  Home  Acininistration: 

Rural  Housing  Insurance  Fund  Program  Account 1,114,795  0  1,114,795 

Rental  Assistance  Program 446,694  0  446,694 

Self-Help  Housing  Land  Development  Program  Account...  37  -3  34 

Agricultural  Credit  Insurance  Program  Account 475,111  0  475,111 

Agricultural  Resource  Conservation  Demonstration 

Guaranteed  Loan  Program  Account 3,599  0  3,599 

State  Mediation  Grants 3,000  0  3,000 

Very  Low-Income  Housing  Repair  Grants 25,000  0  25,000 

Rural  Housing  for  Domestic  Farm  Labor 11,000  0  11,000 

Mutual  and  Self-Help  Housing 12,750  0  12,750 

Supervisory  and  Technical  Assistance  Grants 2,500  0  2,500 

Rural  Housing  Voucher  Program  25,000  0  25,000 

Compensation  for  Construction  Defects 500  0  500 

Rural  Housing  Preservation  Grants 23,000  0  23,000 

Outreach  for  Socially  Disadvantaged  Farmers  3,000  0  3,000 

Office  of  the  Adninistrator 600  -600  0 

Salaries  and  Expenses 35,552  600  36,152 

Total,  FmHA 2,182,138  -3  2,182,135 
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:  1994      :           :  199i 

Agency  or  Item                     : Appropriations:  Adjustments  :  Estimate 

Rural  Electrification  Ai*ninistration: 

Rural  Electrification/Telephone  Loans  Program  Acct.  112,398  3,090  115,488 

Rural  Telephone  Bank  Program  Account 11,912  0  11,912 

Distance  Learning  and  Medical  Link  Programs 10,000  0  10,000 

Rural  Economic  Development  Loans  Program  Account 3,423  0  3,423 

Total,  REA 137,733  3,090  140,823 

Food  and  Nutrition  Service: 

Child  Nutrition  Programs 2,727,022  0  2,727,022 

Transfer  from  Section  32 (4,770,109)  (0)  (4,770,109) 

Total,  Child  Nutrition  Programs (7,497,131)  (0)  (7,497,131) 

Special  Milk  Program 20,277  0  20,277 

Special  Supplemental  Feeding  Program  for  Women, 

Infants,  and  Children  (WIC) 3,210,000  0  3,210,000 

Commodity  Supplemental  Food  Program 104,500  0  104,500 

Food  Stamp  Program 27,045,655  0  27,045,655 

Nutrition  Assistance  for  Puerto  Rico 1,091,000  -12,472  1,078,528 

Transfer  to  APHIS -12,472  12,472  0 

Total,  Nutrition  Assistance  for  Puerto  Rico 1,078,528  0  1,078,528 

Food  Donations  Programs  for  Selected  Groups 258,641  0  258,641 

Emergency  Food  Assistance  Program 120,000  0  120,000 

Food  Program  Administration 107,767  0  107,767 

Total,  FNS 34,672,390    ,  0  34,672,390 

Numan  Nutrition  Information  Service 0  11,068  11,068 

Foreign  Agricultural  Service 118,027  0  118,027 

The  General  Sales  Manager (9,158)  (0)  (9,158) 

Public  Law  480: 

Grants 1,147,580  0  1,147,580 

P. L.  480  Program  Account 349,425  0  349,425 

Total,  Public  Law  480 1,497,005  0  1,497,005 

Total,  Direct  Appropriations,  Agricultural  Bill..  46,865,570  3,439  46,869,009 
Forest  Service: 

Forest  Research 193,083  0  193,083 

State  and  Private  Forestry 168,107  0  168,107 

National  Forest  System 1,553,893  0  1,553,893 

Forest  Service  Protection 380,330  0  380,330 

Emergency  Pest  Suppression  6,996  0  6,996 

Land  Acquisition 65,665  0  65,665 

Other  Funds  4,600  0  4,600 

Total,  Forest  Service 2,372,674  0  2,372,674 

Total,  Direct  Appropriations,  USDA 49,238,244  3,439  49,241,683 

Permanent  Appropriations,  Federal  Funds: 

Other  than  Forest  Service  16,199,949  0  16,199,949 

Forest  Service  573,240  0  573,240 

Total,  Permanent  Appropriations,  Federal  Funds 16,773,189  0  16,773,189 

Permanent  Appropriations,  Trust  Funds: 

Other  than  Forest  Service  129,406  0  129,406 

Forest  Service 305,839  0  305,839 

Total,  Permanent  Appropriations,  Trust  Funds 435,245  0  435,245 

Offsetting  Receipts -1,293,736  0  -1,293,736 

Total,  USDA,  Existing  Legislation 65,152,942  3,439  65,156,381 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Table  3--State(nent  of  Increases  and  Decreases  in  Budget  Authority, 
1995  Estimate  Conpared  with  1994  Estimate 
(Dollars  in  Thousands) 


Agency  or  Item 


:    1994    : 
:  Estimate  : 

Paycost  : 

Other 

1995 
Estimate 

2,308 
550 
575 

18 
4 
4 

11 
3 
1 

2,337 
557 
580 

608 

6 

3 

617 

1,800 
586 

17 

4 

4 
3 

1,821 
593 

566 

5 

3 

574 

687 

6 

2 

695 

560 

5  - 

3 

568 

691 

4 

3 

698 

580 

5 

1 

586 

551 

4 

3 

558 

10,062 
5,881 

82 
54 

40 
-36 

10,184 
5,899 

104,345 

30,804 

0 

0 

49 

0 

-14,042 

-12,175 

29,822 

90,303 
18,678 
29,822 

135,149 

940 

15,802 

49 

0 
0 

3,605 

37 

10,198 

138,803 
977 

26,000 

5,554 

4,466 

3,239 

6,145 

1,611 

4,424 

613 

249 

0 

50 

46 

31 

51 

15 

58 

7 

3 

0 

384 

768 

410 

-163 

0 

346 

0 

0 

90,000 

5,988 

5,280 

3,680 

6,033 

1,626 

4,828 

620 

252 

90,000 

26,301 

261 

91,745 

118,307 

8,570 

76 

-286 

8,360 

65,530 

545 

-3,062 

63,013 

25,992 

240 

-59 

26,173 

55,205 

466 

-2,017 

53,654 

OFFICE  OF  THE  SECRETARY: 

Office  of  the  Secretary 

Office  of  the  Deputy  Secretary 

Chief  Financial  Officer 

Office  of  the  Assistant  Secretary  for 

Administration 

Office  of  the  Assistant  Secretary  for 

Congressional  Relatiom, 

Office  of  the  Assistant  Secretary  for  Economics. 
Office  of  the  Assistant  Secretary  for 

Science  and  Education 

Office  of  the  Assistant  Secretary  for 

Marketing  and  Inspection  Services 

Office  of  the  Under  Secretary  for 

International  Affairs  and  Conmodity  Programs... 
Office  of  the  Assistant  Secretary  for 

Natural  Resources  and  Environment 

Office  of  the  Under  Secretary  for  Small 

Conmunity  and  Rural  Development 

Office  of  the  Assistant  Secretary  for 

Food  and  Consumer  Services 


TOTAL,  Office  of  the  Secretary 

OFFICE  OF  BUDGET  AND  PROGRAM  ANALYSIS... 
RENTAL  PAYMENTS  AND  BUILDING  OPERATIONS: 

Rental  Payments 

Bui Iding  Operations 

Strategic  Space  Plan 


TOTAL,  Rental  Payments  and  Building  Operations 

ADVISORY  COMMITTEES 

HAZARDOUS  WASTE  MANAGEMENT 

DEPARTMENTAL  ADMINISTRATION: 

Personnel 

F  i  nance  and  Management 

Operat  i  ons 

Information  Resources  Management 

Administrative  Law  Judges  and  Judicial  Officer 

Civil  Rights  Enforcement 

Small  and  Disadvantaged  Business  Utilization.. 

Emergency  Programs 

Info  Share 


TOTAL,  Departmental  Acini  ni  strati  on. 
OFFICE  OF  PUBLIC  AFFAIRS: 

Public  Affairs 

OFFICE  OF  THE  INSPECTOR  GENERAL: 

Audits  and  Investigations 

OFFICE  OF  THE  GENERAL  COUNSEL: 

Legal  Services 

ECONOMIC  RESEARCH  SERVICE: 

Economic  Analysis  and  Research 


77-965  O— 94- 
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Agency  or  I  ton 


1994 
Estimate 


Change 
Paycost  :  Other 


1995 
Estimate 


NATIONAL  AGRICULTURAL  STATISTICS  SERVICE: 

Data  Collection  and  Research 

Al  I  Other 


TOTAL,  National  Agricultural  Statistics 

Servi  ce 

WORLD  AGRICULTURAL  OUTLOOK  BOARD: 

Agricultural  Outlook  and  Situation 

ALTERNATIVE  AGRI.  RESEARCH  &  COMMERCIALIZATION.. 
AGRICULTURAL  RESEARCH  SERVICE: 

Research  on  Soil  and  Uater  Conservation 

Research  on  Plant  Sciences 

Research  on  Animal  Sciences 

Research  on  Commodity  Conversion  and  Delivery. 

Hunan  Nutrition  Research 

Integration  of  Agricultural  Systems 

Repair  and  Maintenance  of  Facilities 

Contingencies 


19,700 

0 

8,546 

28,246 

62,159 

515 

-1,420 

61,254 

81,859 

515 

7,126 

89,500 

2,566 

22 

43 

2,631 

9,000 

0 

0 

9,000 

84,882 

546 

-2,119 

83,309 

247,775 

1,592 

-685 

248,682 

115,513 

742 

-4,615 

111,640 

138,267 

888 

17,591 

156,746 

50,713 

188 

3,575 

54,476 

28,460 

183 

-569 

28,074 

17,362 

0 

0 

17,362 

929 

0 

0 

929 

Subtotal,  Agricultural  Research  Service. 
Buildings  and  Facilities 


683,901 
32,743 


4.139 
0 


13,178 
-7,043 


TOTAL,  Cooperative  State  Research  Service 

EXTENSION  SERVICE: 

Smith-Lever  Sections  3b&c 

Smith -Lever  Section  3d: 

Food  Safety 

Youth  at  Risk 

Pesticide  Appplicator  Training 

Uater  Quality 

Food  and  Nutrition  Education 

Pest  Management 

Farm  Safety 

Pesticide  Impact  Assessment 

Rural  Development  Centers 

Indian  Reservation  Agents 

Renewable  Resource  Extension  Act 

D.  C.  Extension 

1890  Colleges  and  Tuskegee  University 

1890' s  Facilities 

Agricultural  Connuni cat ions 

Federal  Ackninistration  and  Coordination 

Sustainable  Agriculture 

New  Uses 

Nutrition  Education  Initiative 

Rural  Technology  Grants  

Assistance  for  Disadvantaged  Farmers  &  Ranchers 
Rural  Health  and  Safety  Education  


510,610 

271,557 

1,975 

10,000 

0 

11,234 

61,431 

8,459 

2,988 

3,363 

950 

1,750 

3,341 

1,025 

25,472 

7,901 

1,221 

11,187 

2,963 

0 

4,265 

1,500 

0 

2,000 


701,218 
25,700 


TOTAL,  Agricultural  Research  Service 716,644    4,139      6,135     726,918 

COOPERATIVE  STATE  RESEARCH  SERVICE: 

Payments  under  the  Hatch  Act 171,304 

Cooperative  Forestry  Research 20,809 

Payments  to  1890  Colleges  and 

Tuskegee  University 28,157 

Special  Research  Grants 87,110 

National  Research  Initiative 112,150 

Animal  Health  and  Disease  Research,  Section  1433  5,551 

Federal  Administration  (Direct  Appropriation)...  22,655 

Higher  Education 6,000 

Subtotal,  Cooperative  State  Research  Service..  453,736      125     -35,313     418,548 

Buildings  and  Facilities 56,874       0    -56,874          0 


0  . 

0 

171,304 

0 

0 

20,809 

0 

0 

28,157 

0 

-42,274 

44,836 

0 

17,850 

130,000 

0 

0 

5,551 

125 

-10,889 

11,891 

0 

0 

6,000 

TOTAL,  Extension  Service. 


434.582 


125 

-92,187 

418,548 

0 

0 

271,557 

0 

1,000 

2.975 

0 

0 

10,000 

0 

2,000 

2,000 

0 

0 

11,234 

0 

0 

61,431 

0 

2,000 

10,459 

0 

-2,000 

988 

0 

0 

3,363 

0 

0 

950 

0 

0 

1,750 

0 

0 

3,341 

0 

0 

1,025 

0 

0 

25,472 

0 

0 

7,901 
1,221 

140 

-6,031 

5,296 

0 

2,000 

4,963 

0 

0 

0 

0 

0 

4,265 

0 

-1,500 

0 
0 

0 

250 

2,250 

140 

-2,281 

432,441 
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Agency  or  Item 


1994 
Estimate 


Change 
Paycost  :  Other 


1995 
Estimate 


NATIONAL  AGRICULTURAL  LIBRARY: 

Leflar  School  of  Law 

National  Storage  and  Preservation. 

Electronic  Information 

All  Other 


TOTAL,  National  Agricultural  Library 

ANIMAL  AND  PLANT  HEALTH  INSPECTION  SERVICE: 
Agricultural  Quarantine: 

Appropriated 

Food  and  Mouth  Disease 

Import-Export  Inspection 

International  Programs 

Fruit  Fly  Exclusion 

ScrewMorm 

Animal  Health  Monitor  &  Surveillance 

Animal  &  Plant  Health  Reg.  Enforcement.... 

Fruit  Fly  Detection 

Pest  Detection 

ADC  Operat  i  ons 

Aquacu I ture 

Biocontrol 

Bol I  Ueevi I 

Brucellosis  Eradication 

Cattle  Ticks 

Golden  Nematode 

Gypsy  Moth 

Honey  Bee  Pest 

Imported  Fire  Ant 

Miscellaneous  Pests  and  Weeds 

Noxious  Ueeds 

Pink  Bol  (worm 

Pre- Harvest  Program 

Pseudorabies 

Russian  Uheat  Aphid 

Salmonella  Enteri tidies 

Scrapie  Eradication 

Sweet  Potato  Whitefly 

Tropical  Bont  Tick 

Tuberculosis. 

Uitchweed 

Animal  Welfare 

Horse  Protection 

ADC  Methods  Development 

Biotechnology/Environmental  Protection 

Plant  Methods  Development 

Veterinary  Biologies 

Veterinary  Di agnost i cs 

All  Other 

Transfer  from  Food  and  Nutrition  Service.. 


Subtotal,  Salaries  and  Expenses 

Agricultural  Quarantine  Inspection,  User  Fees. 
Buildings  and  Facilities 


462 

0 

-462 

0 

0 

0 

400 

400 

0 

0 

1,000 

1,000 

17,693 

99 

428 

18,220 

18,155 

99 

1,366 

19,620 

24,246 

251 

643 

25,140 

4,046 

5 

-56 

3,995 

6,800 

53 

-318 

6,535 

5,826 

26 

254 

6,106 

12,471 

41 

-267 

12,245 

34,645 

44 

-660 

34,029 

59,933 

272 

-824 

59,381 

5,849 

53 

-37 

5,865 

3,950 

28 

-55 

3,923 

3,444 

30 

732 

4,206 

26,092 

223 

-2,884 

23,431 

0 

0 

493 

493 

5,702 

52 

2,000 

7,754 

13,226 

39 

-181 

13,084 

31,004 

122 

-5,374 

25,752 

4,597 

45  , 

-64 

4,578 

658 

6 

-49 

615 

5,203 

46 

-72 

5,177 

380 

0 

-380 

0 

2,700 

0 

-2,700 

0 

1,996 

20 

-28 

1,988 

475 

2 

-73 

404 

2,292 

9 

-1,232 

1,069 

0 

0 

5,702 

5,702 

4,543 

19 

-1,145 

3,417 

2,400 

0 

-2,400 

0 

3,411 

20 

-47 

3,384 

3,000 

10 

-41 

2,969 

3,514 

0 

-3,514 

0 

0 

0 

537 

537 

5,538 

38 

-77 

5,499 

4,081 

9 

-2,115 

1,975 

9,262 

73 

-132 

9,203 

481 

3 

-122 

362 

9,681 

61 

-390 

9,352 

7,756 

46 

-112 

7,690 

5,084 

52 

-77 

5,059 

10,434 

81 

-144 

10,371 

14,946 

71 

-206 

14,811 

8,438 

0 

0 

8,438 

12,472 

0 

-12,472 

0 

TOTAL,  Animal  and  Plant  Health 

Inspection  Service 

FOOD  SAFETY  AND  INSPECTION  SERVICE: 

Slaughter  Inspection 

Processing  Inspection 

Import-Export  Inspection 

Laboratory  Services 

Grants- to- States 


TOTAL,  Food  Safety  and  Inspection  Service. 
FEDERAL  GRAIN  INSPECTION  SERVICE: 

Compliance  Activities 

Methods  Development 

Standardization  Activities 


360,576 
91,460 
10,145 


462,181 


1,850 

743 

0 


-27,887 

9,657 

-3,172 


2,593 


-21,402 


308,825 

128,378 

12,419 

27,554 

39,562 

2,809 

1,169 

112 

219 

0 

516,738 

4,672 
1,791 
5,069 

4,309 

21 

0 

66 

334,539 

101,860 

6.973 


443,372 


7.024 
1.861 
-11 
3.115 
1,187 

318,658 

131,408 

12,520 

30,888 

40,749 

3,176 

-180 

0 

-114 

534,223 

4,513 
1,791 
5,021 

TOTAL,  FEDERAL  GRAIN  INSPECTION  SERVICE. 


11.532 


87 


-294 


11.325 


162 


Agency  or  Item 


1994 
Estimate 


Change 
Paycost  :  Other 


1995 

Estimate 


AGRICULTURAL  CCX3PERATIVE  SERVICE: 

Research  on  Agricultural  Cooperatives 

Technical  Assistance  to  Agri.  Cooperatives. 
Payments  to  States 


2,412 

1,746 

435 


TOTAL,  Agricultural  Cooperative  Service. 
AGRICULTURAL  MARKETING  SERVICE: 
Marketing  Services: 

Market  News 

Inspection  and  Standardization 

Market  Protection  and  Promotion 

Wholesale  Market  Development 

Transportation  Services 


4,593 


Subtotal,  Marketing  Services... 
Payments  to  States  and  Possessions. 


57,456 
1,300 


TOTAL,  Agricultural  Marketing  Service. 
PACKERS  AND  STOCKYARDS  ADMINISTRATION: 
FEDERAL  CROP  INSURANCE  CORPORATION: 

Adhiinistrative  and  Operating  Expenses 

Federal  Crop  Insurance  Corporation  Fund. 


TOTAL,  Federal  Crop  Insurance  Corporation 

COMMODITY  CREDIT  CORPORATION: 

Export  Credi  t  Guarantees 

Commodity  Credit  Corporation  Fund: 

Reimbursement  for  Net  Realized  Losses 

Portion  Applied  to  Debt  Reduction  and  Portion 

Applied  to  Liquidate  Contract  Authority 

CCC  Loans  Program  Account 


TOTAL,  Commodity  Credit  Corporation 

AGRICULTURAL  STABILIZATION  AND  CONSERVATION  SERVICE; 

Salaries  and  Expenses 

Transferred  from  Commodity  Credit  Corporation 


Total,  S&E  Direct  Appropriation... 

Agricultural  Conservation  Program 

Forestry  Incentives  Program 

Water  Bank  Program 

Emergency  Conservation  Program 

Colorado  River  Basin  Salinity  Program. 

Conservation  Reserve  Program 

Wetlands  Reserve  Program 


TOTAL,  Agricultural  Stabilization  and 

Conservation  Service 

SOIL  CONSERVATION  SERVICE: 
Conservation  Operations: 

Techni ca I  Ass i  stance 

Soi I  Survey 

Snow  Survey  and  Water  Forecasting 

Operation  of  Plant  Materials  Centers.. 


Total,  Conservation  Operations 

River  Basin  Surveys  and  Investigations: 

Cooperative  Studies 

Flood  Plain  Management  Assistance 

Interagency  Coordination  and  Program 
Formulation 


Total,  River  Basin  Surveys  and  Investigation 
Watershed  Planning 


-2,412 

-1,746 

-435 


-4,593 


19,452 

143 

-220 

19,375 

17,452 

134 

175 

17,761 

15.571 

34 

849 

16,454 

2,346 

15 

-35 

2,326 

2,635 

23 

-33 

2,625 

349 

0 


736 
-50 


58,541 
1,250 


58,756 
12,123 

349 
96 

686 

-230 

59,791 
11,989 

290,116 
235,794 

472 
0 

-4,726 
-16,687 

285,862 

219,107 

525,910 

472 

-21,413 

504,969 

(5,700,000) 

(0)" 

(0) 

(5,700,000) 

18,000,000 

0 

-2,500,000 

15,500,000 

-18,000,000 
3,381 

0 
0 

2.500,000 
56 

-15,500,000 
3,437 

3,381 

0 

56 

3,437 

816,801 
-85,959 

6,498 
0 

-28,201 
85,959 

795,098 
0 

730,842 

194,650 

12,820 

8,000 

0 

13,783 

1,743,274 

66,675 

6,498 
0 
0 
0 
0 
0 
0 
0 

57,758 

-94,650 

-6,195 

0 

3,000 

-5,389 

8,942 

174,225 

795,098 

100,000 

6,625 

8,000 

3,000 

8,394 

1,752,216 

240,900 

2,770,044 

6,498 

137,691 

2,914,233 

502,565 

73,904 

5,820 

8,889 

6,308 

836 

50 

69 

41,003 

518 

-114 

-213 

549,876 

75,258 

5,756 

8,745 

591,178 

7,263 

41,194 

639,635 

7,820 
3,505 

0 

-1,440 
-645 

6,380 
2,860 

2,157 

0 

-397 

1,760 

I     13,482 
10,921 

0 
0 

-2,482 
-3,521 

11,000 
7,400 
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Agency  or  Item 


1994 
Estimate 


Change 
Paycost  :  Other 


1995 
Estimate 


SOIL  CONSERVATION  SERVICE  (Cont'd): 
Water  and  Flood  Prevention  Operations: 

Uatershed  Operations  authorized  by  P.L.  534. 

Emergency  Uatershed  Protection  Operations 

Small  Watersheds  Authorized  by  P.L.  566 


40,786 

53,631 

172,548 


Total,  Water  and  Flood  Prevention 

Operations 

Resource  Conservation  and  Development: 

Technical  Assistance 

Financial  Assistance 

Loan  Services 


266,965 

28,343 

4.542 

60 


Total,  Resource  Conservation  and  Development 
Great  Plains  Conservation  Program: 

Cost-Sharing  Assistance 

Cost-Sharing  Program  and  Contract 

Administration 

Technical  Assistance 

Total,  Great  Plains  Conservation  Program.... 


32,945 

16,365 

2.974 
6.319 


Total,  Soil  Conservation  Service. 
FARMERS  HOME  ADMINISTRATION: 

Salaries  and  Expenses 

Transferred  from  Program  Accounts. 


25.658 

941.149 

736.342 

-700,190 


Total.  S&E  Direct  Appropriation 

Rural  Housing  Loans: 

Single  Family  Housing  (Sec.  502} 

Unsubsidized  

Unsubsidized  Guarantees 

Housing  Site  Development  (Sec.  524) 

Rural  Rental  Housing  (Sec.  515) 

Very  Low  Income  Repair  (Sec.  504) 

Di  re  Supplemental 

Farm  Labor  Housing  (Sec.  514) 

Credit  Sales  of  Acquired  Property 

Self-Help  Housing  Land  Development  Fund  (Loans). 
Farm  Ownership  Loans: 

Direct  Loans 

Unsubsidized  Guarantees 

Farm  Operating  Loans: 

D i  rect  Loans 

Unsubsidi zed  Guarantees 

Subsidized  Guarantees 

Soil  and  Water  Loans: 

Direct 

Guarantees 

Emergency 

Di  re  Supplemental 

Indian  Land  Acquisition  Loans 

Credit  Sales  of  Acquired  Property 

Farms  for  the  Future,  Guaranteed  Loans 

Renta I  Ass  i  stance  Grants 

Rural  Housing  Insurance  Fund  Program  Account.... 
Agricultural  Credit  Insurance  Program  Account... 

Farms  for  the  Future  Program  Account 

Self-Help  Housing  Land  Development  Fund 

State  Mediation  Grants 

Very  Low-Income  Housing  Repair  Grants 

Rural  Housing  for  Domestic  Farm  Labor 

Mutual  and  Self-Help  Housing 

Rural  Housing  Voucher  Program 

Supervisory  and  Technical  Assistance 

Compensation  for  Construction  Defects 

Rural  Housing  Preservation  Grants 

Outreach  for  Socially  Disadvantaged  Farmers 


36.152 

(1,750.000) 

(50,000) 

(750,000) 

(600) 

(540,107) 

(35,000) 

(15,000) 

(16,300) 

(133,000) 

(622) 

(78,081) 
(556,543) 

(700,000) 

(1,800,000) 

(250.000) 

(2.897) 
(1.415) 
(100.000) 
(80.000) 
(1,000) 
(123,783) 
(6,799) 
446,694 
1,114,795 
475,111 
3,599 
34 
3,000 
25,000 
11,000 
12,750 
25,000 
2,500 
500 
23.000 
3,000 


-40,786 

-53,631 

-147,548 


0 

0 

25,000 


291 
0 
0 


-241,965 

-2,532 

-4.542 

-5 


25,000 

26,102 

0 

55 


291 


32 
68 


-7,079 

-14,320 

-161 
-340 


26,157 

2,045 

2.845 
6,047 


100 


7,654 

6,088 
-5,751 


-14.821 

-228.674 

-26.653 
40.935 


10,937 

720.129 

715,777 
-665.006 


337 

(0) 

(0) 
(0) 
(0) 
(0) 
(0) 
(0) 
(0) 
(0) 

(0) 
(0) 

(0) 
(0) 
(0) 

(0) 
(0) 
(0) 

(0) 
(0) 


14.282 

(50.000) 

(-50.000) 

(550.000) 

(32) 

(-320.107) 

(0) 

(-15.000) 

(182) 

(42,776) 

(-254) 

(6,568) 
(20,079) 

(-51,783) 

(200,000) 

(49,907) 

(5,143) 
(666) 
(0) 
(-80.000) 
(233) 
(-33,783) 
(-1.200) 
76,314 
-368.903 
-53.419 
-513 
-9 
-3.000 
0 
0 
0 
0 
0 
0 
0 
2.000 


50.771 

(1,800.000) 

(0) 

(1,300.000) 

(632) 

(220.000) 

(35.000) 

(0) 

(16,482) 

(175,776) 

(368) 

(84,649) 
(576,622) 

(648,217) 

(2,000,000) 

(299,907) 

(8,040) 
(2,081) 
(100,000) 
(0) 
(1,233) 
(90,000) 
(5,599) 
523,008 
745,892 
421,692 
3,086 
25 
0 
25,000 
11,000 
12,750 
25,000 
2,500 
500 
23,000 
5,000 


Total,  Farmers  Home  Administration. 


2,182.135 


337    -333,248    1,849.224 
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RURAL  DEVELOPMENT  ADMINISTRATION: 
Loan  Levels: 
Water  and  Waste  Disposal  Loans: 

Direct  Loans 

Guaranteed  Loans 

Business  and  Industrial: 

Guaranteed  Loans 

Dire  Supplemental 

Comnunity  Facility  Loans: 

D  i  rect  Loans 

Guaranteed  Loans 

Intermediatry  Retending  Program 

Rural  Telecomnunication  Partnership 

Subsidized  Direct  Loans 

Soil  Conservation  Loans  

Rural  Development  Insurance  Program  Account 

Rural  Development  Loan  Program  Account 

Rural  Telecommunication  Partnership  Loan 

Program  Account 

Rural  Water  and  Waste  Disposal  Grants 

Rural  Comnunity  Fire  Protection  Grants 

Rural  Development  Grant  Program 

Sol  id  Waste  Management 

Emergency  Community  Water  Assistance 

Rural  Technology  &  Cooperative  Development  Grant 
Local  Technical  Assistance  and  Planning  Grants.. 


TOTAL,  Rural  Development  Administration... 
RURAL  ELECTRIFICATION  ADMINISTRATION: 

Rural  Electrification  and  Telephone  Revolving  Fund: 
Electrification  Program: 

D  i  rect  Loans 

Direct  Loans,  Treasury  Rate 

Direct,  Municipal  Rate 

D i  rect ,  FFB 

Telephone  Program: 

D  i  rect  Loans 

Direct  Loans,  Treasury  Rate 

Di rect,  FFB 

Modified  Direct  Loans 

Other  Direct  Loans: 

Rural  Economic  Development 

Program  Account 

Rural  Telephone  Bank: 

Direct  Loan  Level 

Direct  Loans,  Treasury  Rate 

Program  Account 

Distance  Learning  &  Medical  Link  Programs 

Rural  Economic  Development  Subaccount 

Program  Account 

Salaries  and  Expenses 

Transfers  from  Loan  Accounts 


(834,193) 
(35,250) 

(0) 
(0) 

(142,660) 
(-35,250) 

(976,853) 
(0) 

(249,381) 
(155,000) 

(0) 
(0) 

(866,963) 
(-155,000) 

(1,116,344) 
(0) 

(225,000) 

(75,000) 

(100,000) 

(0) 
(0) 
(0) 

(75,000) 

(0) 

(25,000) 

(300,000) 

(75,000) 

(125,000) 

(0) 
(4,600) 
201,825 
57,481 

(0) 
(0) 

0 

0 

(15,000) 
(247) 
35,201 
10,009 

(15,000) 
(4,847) 

237,026 
67,490 

0 

500,000 

3,500 

42,500 

3,000 

10,000 

0 

0 

0 
0 
0 
0 
0 
0 
0 
0 

2,139 

25,000 

1,500 

7,500 

200 

-10,000 

5,000 

5,000 

2,139 

525,000 

5,000 

50,000 

3,200 

0 

5,000 

5,000 

818,306 


(178,728) 

(0) 

(642,737) 

(300,000) 

(147,326) 
(200,000) 
(120,000) 
(275,100) 

(13,025) 
115,488 

(199,847) 
(0) 
11,912 
10,000 

3,423 

38,776 

-38,776 


81,549 


(0)  (-153,728) 

(0)  (500,000) 

(0)  (-442,737) 

(0)  (-25,000) 

(0)  (-147,326) 

(0)  (36,287) 

(0)  (-1,857) 

(0)  (349,500) 


(0) 

0 


(-160) 
-66,794 


(0)  (-199,847) 

(0)  (175,000) 

0  -3,059 

0  -5,000 


-346 

-437 

437 


899,855 


(25,000) 
(500,000) 
(200,000) 
(275,000) 

(0) 
(236,287) 
(118,143) 
(624,600) 

(12,865) 
48,694 

(0) 
(175,000) 
8,853 
5,000 

3,077 

38,339 

-38,339 


Direct  Appropriation 0       0        0         0 

TOTAL,  Rural  Electrification  Administration    140,823       0    -75,199      65,624 
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FOOD  AND  NUTRITION  SERVICE: 
Child  Nutrition  Programs: 

School  Lunch  Program 

School  Breakfast  Program 

Child  Care  Food  Program 

Slimier  Feeding  Program 

State  Ac*ninistrative  Expenses 

Conmodi  ty  Procurement 

Coordinated  Review  Effort 

Nutrition  Studies  and  Surveys 

Nutrition  Education  and  Training.. 
Food  Service  Management  Institute. 
Dietary  Guide I ines 


4,503,445 

0 

-368,679 

4,134,766 

950,385 

0 

76,845 

1,027,230 

1,467,836 

0 

175,612 

1,643,448 

232,891 

20 

23,653 

256,564 

85,832 

18 

8,191 

94,041 

234,881 

0 

20,436 

255,317 

3,849 

36 

-36 

3,849 

3,835 

0 

-172 

3,663 

10,270 

0 

0 

10,270 

1,853 

0 

-147 

1,706 

2,054 

0 

18.443 

20,497 

Subtotal,  Child  Nutrition  Programs. 
Transfer  from  Section  32 


7,497,131 
-4,770,109 


Total,  Child  Nutrition  Programs 

Special  Milk  Program: 

Cash  Payments  to  States 

Special  Supplemental  Feeding  Programs  (UIC). 
Conmodi ty  Supplemental  Food  Program  (CSFP).. 
Food  Stamp  Program: 

Estimated  Properly  Issued  Benefits 

Estimated  State  Overissuance 

Error  Liabi lity 

Benef  i  t  Reserve 

State  Actninistration 

Employment  and  Training 

Other  Program  Costs 


2,727,022 

20,277 
3,210,000 

104,500 

21,045,601 

1,780,430 

- 1 , 000 

2,500,000 

1,451,336 

162,743 

106,545 


Total ,  Food  Stamp  Program 

Nutrition  Assistance  for  Puerto  Rico 

Transfer  to  APHIS  for  Cattle  Tick 

Food  Donations  Programs  for  Selected  Groups: 

Food  Distribution  on  Indian  Reservations... 

Nutrition  for  the  Elderly 

Commodities  for  Soup  Kitchens 


27,045,655 

1,091,000 

-12,472 

68,641 

150,000 
40,000 


Total,  Food  Donations  for  Selected  Groups. 

Emergency  Food  Assistance  Program 

Food  Program  Administration 


258,641 
120,000 
107,767 


TOTAL,  Food  and  Nutrition  Service 

HUMAN  NUTRITION  INFORMATION  SERVICE: 

Research,  Analysis,  and  Technical  Assistance 

FOREIGN  AGRICULTURAL  SERVICE: 

Foreign  Agricultural  Affairs 

Foreign  Market  Information  and  Access 

Foreign  Market  Development 

International  Cooperation  and  Development 

Transfer  from  the  Conmodi ty  Credit  Corporation. 

Direct  Appropriation 

Office  of  General  Sales  Manager 

Transfers  from  Loan  Accounts  and  CCC 


34,672,390 

11,068 

36,867 
26,884 
55,421 

6,962 

-8,107 

0 

9,158 
-9,158 


Direct  Appropriation  (OGSM). 


TOTAL,  Foreign  Agricultural  Service. 
PUBLIC  LAW  480: 

Grants 

P.L.  480  Program  Account 

Loan  Levels 


118,027 

1,147,580 
349,425 
(450,446) 


TOTAL,  Public  Law  480 

TOTAL,  USDA,  Direct  Approp.  Ag  Bill. 


74 
0 


-45,854 
-442,709 


7,451,351 
-5,212,818 


74 

0 
0 
0 

0 
0 
0 
0 
0 
0 
48 


-488,563    2,238,533 


-2,188 
353,588 
-10,000 

637,258 

3,009 

-20,600 

0 

14,865 

2,281 

5,194 


18,089 

3,563,588 

94,500 

21,682,859 

1,783,439 

-21,600 

2,500,000 

1,466,201 

165,024 

111,787 


48 
0 
0 

0 
0 
0 


642,007 
52,000 
12,472 

-30,187 
-8,858 
10,000 


27,687,710 

1,143,000 

0 

38,454 

141,142 

50,000 


0 

0 

908 


-29,045 

-80,000 

-1,692 


229,596 

40,000 

106,983 


1,030 

239 

121 

399 

93 

31 

0 

0 

89 

-89 


448,579 

7,096 

1,102 

58 

-10,134 

-198 

8,107 

4,820 

-66 

66 


35,121,999 

18,403 

38,090 

27,341 

45,380 

6,795 

0 

4,820 

9,181 

-9,181 


0 

644 

0 

0 

(0) 


3,755 


122,426 


-180,322     967,258 

-71,243     278,182 

(-174,842)    (275,604) 


1,497,005        0    -251,565    1,245,440 
46,869,009    31,121    -223,663   46,676,467 
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Agency  or  Item 


1994 
Estimate 


Change 
Paycost  :  Other 


1995 
Estimate 


FOREST  SERVICE: 

Forest  Research 

State  and  Private  Forestry 

National  Forest  System 1,553,893 

Forest  Service  Protection 

International  Forestry 

Land  Acquisition 

Range  Betterment  Fund 


TOTAL,  Forest  Service 2,372,674 


TOTAL,  Direct  Appropriation  for  USOA 

PERMANENT  APPROPRIATIONS --FEDERAL  FUNDS: 

Cooperative  State  Research  Service 

Agricultural  Marketing  Service: 

Perishable  Agricultural  Commodities  Act  Fund.. 

Funds  for  Strengthening  Markets,  Income  and 

Supply  (Section  32) 

Commodity  Credit  Corporation: 

Export  Loans  Program  Account 

National  Wool  Act 

Conmodity  Credit  Corporation  Fund 

Farm  Service  Agency: 

Agricultural  Credit  Insurance  Program  Account. 

Agricultural  Credit  Insurance  Liquidating  Ace. 

Rural  Housing  Insurance  Program  Account 

Rural  Housing  Insurance  Liquidating  Account... 
Rural  Development  Administration: 

Rural  Develop.  Ins.  Fund  Liquidating  Acct.  ... 

Rural  Development  Insurance  Fund  Program  Acct. 

Rural  Development  Loan  Fund 

Rural  Development  Loan  Fund  Program  Account... 
Rural  Electrification  Ac*nini  strati  on: 

RETRF  Program  Account  

RETRF  Liquidating  Account 

Rural  Telephone  Bank  Program  Account 

Rural  Telephone  Bank  Liquidating  Account 

Rural  Economic  Development  Grants 

Rural  Communication  Development  Fund 

Food  and  Nutrition  Service: 

Child  Nutrition  Program  (Section  32) 

Emergency  Food  Assistance 

P.L.  480  Program  Account 

P.L.  480  Liquidating  Account 

Total,  Permanent  Appropriations  (Excluding  FS) 
Forest  Service 


193,083 

168,107 

1,553,893 

380,330 

6,996 

65,665 

4,600 

8.524 

1,333 

41.083 

4,610 

123 

272 

140 

28,513 

-51,932 

-143,766 

144,252 

2,881 

525 

-156 

230,120 

117,508 

1,451,210 

529,192 

10,000 

66,462 

4,584 

2,372,674 

56,085 

-19,683 

2,409,076 

49,241,683 

87,206 

-243,346 

49,085,543 

2,850 

0 

0 

2,850 

7,820 

0 

61 

7,881 

523,015 

0 

-96,433 

426,582 

399,896 

179,305 

10,872,435 

0 
0 
0 

-5,503 

18,647 

-2,045,233 

394,393 

197,952 

8,827,202 

16,992 

50,000 

54,729 

857,200 

0 
0 
0 
0 

-16,992 

-  -673,000 

-54,729 

-564,907 

0 

-623,000 

0 

292.293 

415,000 

1,835 

-3,074 

309 

0 
0 
0 
0 

-245,803 

-1,835 

-283 

-309 

169,197 

0 

-3,357 

0 

8,522 

-1,263,287 

1,369 

-109,636 

-1.571 

502 

0 
0 
0 
0 
0 
0 

4,419 

308,218 

-1,369 

4,112 

103 

996 

12,941 

-955,069 

0 

-105,524 

-1,468 

1,498 

4,770,109 

230 

14,304 

-598,905 

0 
0 

0 

442,709 

0 

-14,304 

63,119 

5,212,818 

230 

0 

-535,786 

16,199,949 
573,240 


Total.  Permanent  Appropriations 16,773,189 

PERMANENT  APPR0PRIATIONS--TRUST  FUNDS: 

Office  of  the  Secretary 3,270 

Economic  Research  Service 389 

National  Agricultural  Statistics  Service 243 

Agricultural  Research  Service 11,500 

National  Agricultural  Library 100 

Animal  and  Plant  Health  Inspection  Service 6,921 

Food  Safety  and  Inspection  Service 2,043 

Agricultural  Marketing  Service 100,945 


0 
6,635 


-2,878.316 
-91,032 


6,635 


13,321,633 
488.843 


5 

-2.969,348 

13.810.476 

0 

-1.725 

1,545 

0 

-10 

379 

0 

-3 

240 

0 

0 

11,500 

0 

0 

100 

0 

0 

6,921 

0 

0 

2,043 

0 

0 

100,945 
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Agency  or  Item 


1994 
Estimate 


Change 


Paycost  :  Other 


1995 

Estimate 


PERMANENT  APPROPRIATIONS-TRUST  FUNDS  (Cont'd): 

Soil  Conservation  Service 

Foreign  Agricultural  Service 


495 
3,500 


-48 
0 


447 
3,500 


Total,  Permanent  Appropriations,  Trust  Funds, 

excluding  FS 

Forest  Service 


129,406 
305,839 


0 
6,674 


-1,786 
34,431 


127,620 
346,944 


Total,  Permanent  Appropriations,  Trust  Funds..  435,245 

Total,  Permanent  Appropriations 17,208,434 

Subtotal,  USOA.  Existing  Legislation 66,450,117 

OFFSETTING  RECEIPTS.' -1,293,736 

Total,  USDA,  Existing  Legislation , 65,156,381 

PROPOSED  SUPPLEMENTALS: 

Extension  Service 1,400 

Soil  Conservation  Service: 

Watershed  and  Flood  Prevention  Operations 340,500 

Agricultural  Stabilization  and  Conservation  Service: 

Emergency  Conservation  Program 25,000 


6,674     32,645  474,564 

13,309  -2,936,703  14,285,040 

100,515  -3,180,049  63,370,583 

0     68,001  -1,225,735 

100,515  -3,112,048  62,144,848 


Total,  Proposed  Supplemental . 


PROPOSED  RESCISSIONS: 

Agricultural  Research  Service 

Buildings  and  Facilities 

Cooperative  State  Research  Service 

Buildings  and  Facilities 

Agricultural  Stabilizaton  and  Conservation  Service: 

Salaries  and  Expenses 

Fanners  Home  Administration: 

Salaries  and  Expenses 

Agricultural  Credit  Insurance  Program  Account. 

Rural  Housing  Insurance  Fund  Program  Account.. 
Soil  Conservation  Service: 

Conservation  Operations 

Rural  Electrification  Administration: 

Rural  Electrification  and  Telephone  Loans 

Program  Account 

Public  Law  480: 

P.L.  480  Grants 

P.L.  480  Program  Account 

Food  and  Nutrition  Service: 

Coinnodities  Supplemental  Food  Program 


366,900 


-16,233 

-8,460 

-30,002 

-34,000 

-12,167 

-12,167 

-5,094 

-15,645 

-12,167 


-12,133 

-49,600 
-35,400 

-12,281 


Total,  Proposed  Legislation 

TOTAL,  UNITED  STATES  DEPARTMENT  OF  AGRICULTURE. 


-1,400 

-340,500 

-25,000 

-366,900 


16,233 

8,460 

30,002 

34,000 

12,167 

12,167 

5,094 

15,645 

12,167 


12,133 

49,600 
35,400 

12,281 


65,267,932 


0    -489,050 
100,515  -3,712,649 


Total,  Proposed  Rescissions -255,349  0  255,349  0 

PROPOSED  LEGISLATION: 

Food  Safety  and  Inspection  Service 0  0  -103,000  -103,000 

Federal  Grain  Inspection  Service 0  0  -5,021  -5,021 

Agricultural  Marketing  Service 0  0  -6,148  -6,148 

Packers  and  Stockyards  Administration 0  0  -8,437  -8,437 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 0  0  -40,000  -40,000 

Coomdity  Credit  Corporation 0  0  -974,104  -974,104 

Federal  Crop  Insurance  Corporation 0  0  648,110  648,110 

Agricultural  Cooperative  Service 0  0  -450  -450 


-489,050 
61,656,840 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
CURRENT  ORGANIZATION 
Table  5--0utlays  1993  Actual,  1994  Estimate  and  1995  Estimate 
(Dollars  in  Thousands) 

NOTE:  Amounts  for  1993  and  199A  have  been  adjusted  for  comparability  with  the  appropriation 
structure  proposed  in  the  1995  Estimates. 


:    1993  1994  1995 

Agency  or  Item                            :   Actual   :  Estimate  Estimate 

Office  of  the  Secretary 7,516  10,023  10,047 

Office  of  Budget  and  Program  Analysis 5,825  5,682  5,896 

Rental  Payments  and  Building  Operations 73,797  115,260  142,407 

Advisory  Conmittees 1,158  936  970 

Hazardous  Waste  Management 19,658  23,971  22,941 

Departmental  Administration 24,246  26,187  108,639 

Office  of  Comnuni  cat  ions 9,746  8,593  8,398 

Office  of  the  Inspector  General 62,399  65,090  62,739 

Office  of  the  General  Counsel 24,412  25,896  26,061 

Economic  Research  Service 61,469  54,972  53,076 

National  Agricultural  Statistics  Service 82,487  81,303  87,677 

World  Agricultural  Outlook  Board 2,526  2,570  2,616 

Agricultural  Research  Service 677,167  662,646  689,609 

Buildings  and  Facilities 46,215  49,265  53,543 

Total,  ARS 723,382  711,911  743,152 

Cooperative  State  Research  Service 397,343  449,661  432,031 

Buildings  and  Facilities 44,988  53,516  54,279 

Total,  CSRS 442,331  503,177  486,310 

Extension  Service 404,414  426,387  433,335 

National  Agricultural  Library 18,722  18,163  19,398 

Animal  and  Plant  Health  Inspection  Service: 

Salaries  and  Expenses 476,709  430,741  432,923 

Buildings  and  Facilities 4,817  10,243  9,003 

Total,  APHIS 481,526  440,984  441,926 

Food  Safety  and  Inspection  Service 506,372  494,576  532,735 

Federal  Grain  Inspection  Service 13,702  9,909  11,204 

Agricultural  Marketing  Service: 

Marketing  Services 63,442  44,181  57,909 

Payments  to  States  and  Possessions 1,175  975  1,282 

Total,  A«S 64,617  45,156  59,191 

Packers  and  Stockyards  A*iini  strati  on 12,594  12,123  12,002 

Federal  Crop  Insurance  Corporation: 

Administrative  and  Operating  Expenses 316,300  312,877  290,857 

Federal  Crop  Insurance  Corporation  Fund 144,674  725,561  555,761 

Total,  FCIC 460,974  1,038,438  846,618 

Coanodity  Credit  Corporation: 

Commodity  Credit  Corporation  Loans  Program  Account 3,320  3,381  3,437 

Reimbursement  for  Net  Realized  Losses 10,650,000  18,000,000   15,500,000 

Portion  Applied  to  Debt  Reduction,  Portion  Applied  to 
Liquidate  Contract  Authority,  and  Transferred  to 
Other  Accounts -10,650,000  -18,000,000  -15,500,000 

Total,  CCC 3,320  3,381  3,437 
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1993  1994  1995 
Agency  or  Item                           :   Actual   :  Estimate  :  Estimate 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 714,545  742,472  791,413 

Dairy  Indemnity  Program 120  100  100 

Agricultural  Conservation  Program 181,933  215,577  164,377 

Forestry  Incentives  Program 13,112  14,093  10,129 

Water  Bank  Program 11,772  13,930  12,488 

Emergency  Conservation  Program 27,432  68,117  24,283 

Rural  Clean  Water  Program 1,122  1,513  1,281 

Colorado  River  Basin  Salinity  Control  Program 15,927  14,890  12,093 

Conservation  Reserve  Program 1,689,602  1,818,745  1,807,747 

Wetlands  Reserve  Program 8,302  16,964  78,638 

Total,  ASCS 2,663,867  2,906,401  2,902,549 

Soil  Conservation  Service: 

Conservation  Operations 579,847  575,238  628,915 

River  Basin  Surveys  and  Investigations 13,974  13,447  11,265 

Watershed  Planning 9,728  10,715  7,907 

Watershed  and  Flood  Prevention  Operations 236,062  301,251  104,605 

Resource  Conservation  and  Development 35,319  32,026  28,099 

Great  Plains  Conservation  Program 23,446  26,350  20,561 

Total,  SCS 898,376  959,027  801,352 

Farmers  Home  Administration: 

Salaries  and  Expenses 7,574  38,907  58,964 

Rural  Housing  Insurance  Fund  Program  Account 921,256  1,106,414  882,406 

Rental  Assistance  Grants 346,127  403,760  447,330 

Self-Help  Housing  Land  Development  Program  Account 49  34  25 

Agricultural  Credit  Insurance  Program  Account 397,551  -490,030  418,967 

Agricultural  Resource  Conservation  Demonstration 

Guaranteed  Loan  Program  Account 8,839  3,599  3,086 

State  Mediation  Grants 2,590  2,472  1,731 

Very  Lou  Income  Housing  Repair  Grants 13,421  33,305  25,452 

Rural  Housing  for  Domestic  Farm  Labor 18,618  43,195  7,846 

Mutual  and  Self-Help  Housing 11,142  11,075  11,462 

Supervisory  and  Technical  Assistance  Grants 0  2,250  5,000 

Rural  Housing  Voucher  Program  4,556  3,452  6,908 

Compensation  for  Construction  Defects 289  478  500 

Rural  Housing  Preservation  Grants 21,443  21,130  22,780 

Outreach  for  Socially  Disadvantaged  Farmers 0  3,000  5,000 

Total,  FmHA 1,753,455  2,163,101  1,897,457 

Alternative  Agricultural  Research  and  Comnercialization 2,718  4,425  7,575 

Agricultural  Cooperative  Service 5,865  4,286  1,254 

Rural  Development  Administration: 

Rural  Development  Insurance  Fund  Program  Account 95,283  136,356  169,466 

Rural  Development  Loan  Fund  Program  Account 5,069  15,085  28,517 

Alcohol  Fuels  Credit  Guarantee  Program  Account 100  2,250  3,600 

Rural  Water  and  Waste  Disposal  Grants 240,425  324,757  383,181 

Rural  Conmunity  Fire  Protection  Grants 3,417  3,355  4,317 

Rural  Development  Grants 16,502  22,444  33,039 

Solid  Waste  Management  Grants 2,711  3,293  3,007 

Emergency  Community  Water  Assistance  Grants 7,394  11,475  17,639 

Rural  Telecomnunication  Partnership  Loan  Prog.  Acet.  ...  0  0  1,598 

Rural  Technology  and  Cooperative  Development  Grants 0  0  500 

Local  Technical  Assistance  and  Planning  Grants 0  0  500 

Salaries  and  Expenses 423  9,587  781 

Total,  RDA 371,324  528,602  646,145 

Rural  Electrification  Adninistration: 
Rural  Electrification  and  Telephone  Revolving  Fund 

Program  Account 118,356  158,043  129,314 

Rural  Telephone  Bank  Program  Account 9,122  11,009  9,535 

Economic  Development  Loans  Program  Account 1,738  3,120  3,191 

Distance  Learning  and  Medical  Link  Programs 0  17,500  6,250 

Salaries  and  Expenses -1,088  -966  596 

Total,  REA 128,128  188,706  148,886 
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:    1993  :    1994  1995 

Agency  or  Item  :   Actual  :  Estimate  :  Estimate 

Food  and  Nutrition  Service: 

Child  Nutrition  Programs 6,596,588  7,236,654  7,687,212 

Special  Milk  Program 15,535  21,370  19,547 

Special  Supplemental  Feeding  Program  for  Uomen, 

Infants,  and  Children  (UlC) 2.846,488  3,222,150  3,537,797 

Conmodi ties  Supplemental  Food  Program 77,323  118,658  95,436 

Food  Stamp  Program 23,577,380  25,546,761  25,181,809 

Nutrition  Assistance  for  Puerto  Rico 1,025,051  1,077,629  1,141,447 

Food  Donations  Programs  for  Selected  Groups 248,086  254,542  257,487 

Emergency  Food  Assistance  Program 163,386  123,470  40,000 

Food  Program  Adninistration 107,870  107,438  105,939 

Total,  FNS 34,657,707  37,708,672  38,066,674 

Hunan  Nutrition  Infomatian  Service 10,105  10,707  15,974 

Foreign  Agricultural  Service 111,'546  118,027  122,660 

Office  of  General  General  Sales  Manager (8,866)  (9,158)  (9,219) 

Public  Law  480: 

Grants 1,121,977  1,282,019  1,076,297 

Debt  Restructuring 36,807  0  0 

P. L.  480  Program  Account 322,517  437,958  308,541 

Total,  Public  Law  480 1,481,301  1,719,977  1,384,838 

Office  of  International  Cooperation  and  Development -571  0  0 

Scientific  Activities  Overseas 195  910  860 

Total,  Direct  Appropriations,  Agricultural  Bill 45,591,209  50,437,529  50,116,999 

Forest  Service: 

Forest  Research 187,398  179,251  221,601 

State  and  Private  Forestry 167,215  165,275  102,770 

National  Forest  System 1,633,796  1,530,016  1,439,559 

Forest  Service  Protection 398,959  380,207  509,840 

International  Forestry 0  5,387  9,309 

Land  Acquisition 87,039  65,293  66,303 

Other  Appropriations 531  801  0 

Range  Betterment  Fund 5,139  5,313  4,587 

Total,  Forest  Service 2,480,077  2,331,543  2,353,969 

Total,  Direct  Appropriations,  USDA 48,071,286  52,769,072  52,470,968 

PERMANENT  APPROPRIATIONS—FEDERAL  FUNDS: 

Working  Capital  Fund -13,142  0  0 

Cooperative  State  Research  Service 2,850  2,850  2,850 

Federal  Grain  Inspection  Service,  Inspection  and 

Weighing  Services -1,831  0  0 

Agricultural  Marketing  Service: 

Perishable  Agricultural  Commodities  Act  Fund 7,584  7,820  7,881 

Funds  for  Strengthening  Markets,  Income 

and  Supply  (Section  32) 524,853  479,425  416,473 

Milk  Market  Orders  Assessment  Fund 554  0  0 

Conmodi ty  Credit  Corporation: 

Export  Credit  Program  Account 534,380  365,539  396,162 

Guaranteed  Loans  Liquidating  Accoint 453,485  400,234  -42,094 

National  Wool  Act 191,115  179,305  197,952 

CCC  Fund 14,864,296  11,169,935  8,441,201 

Rural  Development  Administration: 

Rural  Development  Insurance  Fund  Liquidating  Account..  510,417  382,557  195,954 

Rural  Development  Loan  Fund 10,282  9,488  3,027 
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1993  1994  :    1995 

Agency  or  Item  Actual  Estimate  :  Estimate 

PERMANENT  APPROPRIATIONS-FEDERAL  FUNDS  (Cont'd): 

Farmers  Home  Administration: 

Agricultural  Credit  Insurance  Fund  Liquidating  Account  54,539  -118,372  -514,266 

Rural  Housing  Insurance  Fund  Liquidating  Account 197,725  430,069  379,471 

Self-Help  Housing  Land  Developnent  Liquidating  Account  -519  0  0 

Rural  Electrification  Administration: 

Rural  Electrification  and  Telephone  Loans: 

Liquidating  Account -1.408,540  -574,387  -450,969 

Rural  Telephone  Bank  Liquidating  Account 92,046  -59,898  -70,957 

Economic  Development  Grants 0  -14,804  10,004 

Rural  Economic  Development  Grants -192  378  -1,468 

Rural  Conmunication  Development  Fund -305  502  1,498 

Food  and  Nutrition  Service: 

Emergency  Food  Assistance  Program 0  227  230 

P.L.  102-552  Temporary  Assistance 42,329  0  0 

P.L.  480  Title  I  Food  for  Progress  Credits 0  377,690  0 

P.L.  480  Liquidating  Account -629,109  -598,905  -535,786 

Total,  Permanent  Appropriations  (Excluding  FS) 15,432,817  12,439,653  8,437,163 

Forest  Service: 

Operations  and  Maintenance  of  Quarters 6,548  6,916  6,807 

Resource  Management,  Timber  Receipts -915  3,040  0 

Pacific  Yew  Sales 181  283  250 

Permanent 532,936  551,579  477,904 

Working  Capital  Fund -26,650  0  0 

Total,  Forest  Service  Permanent  Appropriations 512,100  561,818  484,961 

Total,  Permanent  Appropriations,  Federal  Funds 15,944,917  13,001,471  8,922,124 

PERMANENT  APPROPRIATIONS--TRUST  FUNDS: 

Office  of  the  Secretary 1,027  3,270  1,545 

Economic  Research  Service.... 416  389  379 

National  Agricultural  Statistics  Service 257  243  240 

Agricultural  Research  Service 9,235  9,300  9,300 

National  Agricultural  Library 34  100  100 

Animal  and  Plant  Health  Inspection  Service 7,167  6,921  6,921 

Food  Safety  and  Inspection  Service 2,083  2,043  2,043 

Agricultural  Marketing  Service 107,553  100,945  100,945 

Soil  Conservation  Service  797  1,233  916 

Office  of  International  Cooperation  and  Development 3,015  3,500  3,500 

Total,  Permanent  Approp.,  Trust  Funds  (Excluding  FS)..  131,584  127,944  125,889 
Forest  Service: 

Reforestrat ion  Trust  Fund 36,668  29,318  30,000 

Cooperative  Work  Trust  Fund 263,539  279,668  309,866 

Gifts,  Donations  and  Bequests 6  96  89 

Total,  Forest  Service  Trust  Funds 300,213  309,082  339,955 

Total,  Permanent  Appropriations,  Trust  Funds 431,797  437,026  465,844 

Total,  Permanent  Appropriations 16,376,714  13,438,497  9,387,968 

Subtotal,  USDA,  Existing  Legislation 64,448,000  66,207,569  61,858,936 

OFFSETTING  RECEIPTS: 

Excluding  Forest  Service -311,315  -163,476  -162,961 

Forest  Service -992,894  -1,130,260  -1,062,774 

Total,  Offsetting  Receipts -1,304,209  -1,293,736  -1,225,735 

Total,  USDA,  Existing  Legislation 63,143,791  64,913,833  60,633,201 
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1993       1994        1995 
Agency  or  Item  Actual     Estimate    Estimate 

PROPOSED  SUPPLEMENTALS; 

Extension  Service 0        815         585 

Soil  Conservation  Service: 

Watershed  and  Flood  Prevention  Operations 0     115,000     225,500 

Agricultural  Stabilization  and  Conservation  Service: 

Emergency  Conservation  Program 0      12,500      10,575 

Total,  Proposed  Supplementals 0     128,315     236,660 

PROPOSED  RESCISSION: 
Agricultural  Research  Service 0     -12,824      -3,409 

Buildings  and  Facilities 0      -1,269      -4,230 

Cooperative  State  Research  Service 0      -3,000      -9,001 

Buildings  and  Facilities 0      -1,700      -3,400 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 0     -12,167  0 

Farmers  Home  A(±ninistration: 

Salaries  and  Expenses 0     -11,194        -608 

Agricultural  Credit  Insurance  Program  Account 0      -4,548         0 

Rural  Housing  Insurance  Fund  Program  Account 0      -4,065      -9,000 

Soil  Conservation  Service: 

Conservation  Operations  0     -10,707      -1,217 

Rural  Electrification  Administration: 

Rural  Electrification  and  Telephone  Loans: 

Program  Account 0      -1,115      -2,712 

P.L.  480: 

P.L.  480  Grants 0     -16,120     -30,500 

P.L.  480  Program  Account 0     -20,178     -13,098 

Food  and  Nutrition  Service: 

Coimiodities  Supplemental  food  Program 0     -11,765       -516 

Total,  Proposed  Rescissions 0    -110,652  -77,691 

PROPOSED  LEGISLATION: 

Food  Safety  and  Inspection  Service 0  0  -103,000 

Federal  Grain  Inspection  Service  0  0  -5,021 

Agricultural  Marketing  Service  0  0  -6,148 

Packers  and  Stockyards  Administration 0  0  -8,437 

Agricultural  Stabilization  and  Conservation  Service: 

Salaries  and  Expenses 0  0  -40,000 

Conniodity  Credit  Corporation 0  0  -500,000 

Federal  Crop  Insurance  Corporation 0  0  168,138 

Agricultural  Cooperative  Service: 

Salaries  and  Expenses 0  0  -450 

Total,  Proposed  Legislation 0         0    -494,918 

TOTAL,  UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 63,143,791   64,931,496   60,253,652 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
PROPOSED  REORGANIZATION 
Table  5A--0utlays  1993  Actual,  1994  Estimate  and  1995  Estimate 
(Dollars  in  Thousands) 

NOTE:  Amounts  for  1993  and  1994  have  been  adjusted  for  comparability  with  the  appropriation 
structure  proposed  in  the  1995  Estimates. 


:  1993     :    1994     :    1995 

Agency  or  Item                        :  Actual     :  Estimate    :  Estimate 

Office  of  the  Secretary 7,924  9,433  9.450 

Departmental  Achiinistration 20,110  21,740  103,428 

Hazardous  Waste  Management 19,658  23,971  22,941 

Agricultural  Buildings  and  Facilities 73,797  115,260  142,407 

Advisory  Committees 1,158  936  970 

Office  of  Communications 8,720  8,022  7,822 

Office  of  the  Inspector  General 62,399  65,090  62,739 

Office  of  the  General  Counsel 24,412  25,896  26,061 

Executive  Operations: 

Office  of  Budget  and  Program  Analysis 5,825  5,682  5,896 

Chief  Economist 3,596  3,824  3,889 

National  Appeals  Division 9,764  9,879  9,869 

Chief  Financial  Officer 4,318  5,022  5,791 

Total,  EO 23,503  24,407  25, U5 

Economic  Research  Service 61,152  54,638  52,736 

National  Agricultural  Statistics  Service 82,170  80,969  87,337 

Agricultural  Research  and  Education  Service: 

Agricultural  Research  Service 677,167  662,646  689,609 

Buildings  and  Facilities 46,215  49,265  53,543 

Total,  ARS 723,382  711,911  743,152 

Cooperative  State  Research  Service 397,343  449,661  432,031 

Buildings  and  Facilities 44,988  53,516  54,279 

Total,  CSRS 442,331  503,177  486,310 

Extension  Service 404,414  426,387  433,335 

National  Agricultural  Library 18,722  18,163  19,398 

Total,  ARES 1,588,849  1,659,638  1,682,195 

Animal  and  Plant  Health  Inspection  Service 476,709  430,741  432,923 

Buildings  and  Facilities 4,817  10,243  9,003 

Total,  APHIS 481,526  440,984  441,926 

Food  Safety  and  Inspection  Service 506,372  494,576  532,735 

Agricultural  Marketing  Service: 

Marketing  Services 63,442  44,181  57,909 

Payments  to  States  and  Possessions 1,175  975  1,282 

Total,  AMS. 64,617  45,156  59,191 

Grain  Inspection,  Packers  and  Stockyards  Acbiinistration: 

Federal  Grain  Inspection  Service 13,702  9,909  11,204 

Packers  and  Stockyards  Ac*nini  St  rat  ion 12,594  12,123  12,002 

Total,  GI&PSA 26,296  22,032  23,206 

Farm  Service  Agency: 

Salaries  and  Expenses  998,017  1,020,216  985,077 

Conservation  Reserve  Program 1,689,602  1,818,745  1,807,747 

Dairy  Indemnity  Program 120  100  100 

Federal  Crop  Insurance  Corporation  Fund 144,674  725,561  555,761 

Cornrodity  Credit  Corporation  Loans  Program  Accoint...  3,320  3,381  3,437 

Agricultural  Credit  Insurance  Program  Account 389,527  481,993  410,949 

Agricultural  Resource  Conservation  Demonstration 

Guaranteed  Loan  Program  Account 8,839  3,599  3,086 

Total,  FSA 3,234,099  4,053,595  3,766,157 
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1993  199«  1995 
Agency  or  Item                        :   Actual     :  Estimate      Estimate 

Natural  Resources  Conservation  Service: 

Conservation  Operations 610,935  608,529  654,971 

River  Basin  Surveys  and  Investigations 13,974  13,447  11,265 

Watershed  Planning 9,728  10,715  7,907 

Watershed  and  Flood  Prevention  Operations 236,062  301,251  104,605 

Resource  Conservation  and  Development 35,319  32,026  28,099 

Great  Plains  Conservation  Program 23,446  26,350  20,561 

Agricultural  Conservation  Program 181,933  215,577  164,377 

Forestry  Incentives  Program 13,112  14,093  10,129 

Water  Bank  Program 11,772  13,930  12,488 

Colorado  River  Basin  Salinity  Control  Program 15,927  14,890  12,093 

Wetlands  Reserve  Program 8,302  16,964  78,638 

Emergency  Conservation  Program 27,432  68,117  24,283 

Rural  Clean  Water  Program 1,122  1,513  1,281 

Total,  NRCS -. 1,189,064  1,337,402  1,130,697 

Rural  Utilities  Service: 

Salaries  and  Expenses -665  8,621  1,377 

Distance  Learning  and  Medical  Link  Programs 0  17,500  6,250 

Solid  Waste  Management  Grants 2,711  3,293  3,007 

Emergency  Conmunity  Water  Assistance  Grants 7,394  11,475  17,639 

Rural  Water  and  Waste  Disposal  Grants 240,425  324,757  383,181 

Rural  Utilities  Service  Program  Account 0  0  21,700 

Rural  Electrification  and  Telephone  Revolving  Fund 

Program  Account 118,356  158,043  129,314 

Rural  Telephone  Bank  Program  Account 9,122    _    11,009  9,535 

Rural  Development  Insurance  Fund  Program  Account 95,283    '   136,356  89,607 

Total.  RUS 472,626  671,054  661,610 

Rural  Housing  and  Coomunity  Development  Service: 

Salaries  and  Expenses 7,574  38,907  50,981 

Rental  Assistance  Grants , 346,127  403,760  447,330 

State  Mediation  Grants 2,590  2,472  1,731 

Outreach  for  Socially  Disadvantaged  Farmers 0  3,000  5,000 

Rural  Conmunity  Fire  Protection  Grants 3,417  3,355  4,317 

Rural  Housing  Voucher  Program  4,556  3,452  6,908 

Very  Low  Income  Housing  Repair  Grants 13,421  33,305  25,452 

Rural  Housing  for  Domestic  Farm  Labor 18,618  43,195  7,846 

Mutual  and  Self-Help  Housing 11,142  11,075  11,462 

Supervisory  and  Technical  Assistance  Grants 0  2,250  5,000 

Compensation  for  Construction  Defects 289  478  500 

Rural  Housing  Preservation  Grants 21,443  21,130  22,780 

Rural  Housing  and  Community  Development  Service 

Program  Account  0  0  31 ,808 

Rural  Telecomnunication  Partnership  Loan 

Program  Account  0  0  1 ,  598 

Rural  Housing  Insurance  Fund  Program  Account 921,256  1,106,414  882,406 

Self-Help  Housing  Land  Development  Program  Account...  49  34  25 

Total,  RH&COS 1,350,482  1,672,827  1,505,144 

Rural  Business  and  Cooperative  Development  Service: 

Salaries  and  Expenses 0  0  8,527 

Rural  Development  Grants , 16,502  22,444  33,039 

Rural  Technology  and  Cooperative  Development  Grants  .  0  0  500 

Local  Technical  Assistance  and  Planning  Grants 0  0  500 

Agricultural  Cooperative  Service 5,865  4,286  1,254 

Alternative  Agricultural  Research  &  Commercialization  2,718  4,425  7,575 
Rural  Business  and  Cooperative  Development  Service 

Program  Account 0  0  26,351 

Alcohol  Fuels  Credit  Guarantee  Program  Account 100  2,250  3,600 

Rural  Development  Loan  Find  Program  Accoint 5,069  15,085  28,517 

Economic  Development  Loans  Program  Account 1,738  3,120  3,191 

Total,  RB&CDS 31,992  51,610  113,054 
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:  1993     :    1994     :    1995 

Agency  or  Item                         :  Actual     :  Estimate    :  Estimate 

International  Agricultural  Trade  Service: 
Foreign  Agricultural  Service  and 

General  Sales  Manager 111,546  118,027  122,660 

Office  of  International  Cooperation  and  Development  .  -571  0  0 

Scientific  Activities  Overseas 195  910  860 

Public  Law  480  Grants 1,121,977  1,282,019  1,076,297 

Debt  Reduction 36,807  0  0 

P. L.  480  Program  Account 322,517  437,958  308,541 

Total,  lATS 1,592,471  1,838,914  1,508,358 

Food  and  Consuner  Service: 

Food  Program  Ackninistration 107,870  107,438  105,939 

Food  Staup  Program 23,577,380  25,546,761  25,181,809 

Nutrition  Assistance  for  Puerto  Rico 1,025,051  1,077,629  1,141,447 

Special  Milk  Program 15,535  21,370  19,547 

State  Child  Nutrition  Programs 6,596,588  7,236,654  7,687,212 

Special  Supplemental  Feeding  Program  for  Women, 

Infants,  and  Children  (UIC) 2,846,488  3,222,150  3,537,797 

Comnodities  Supplemental  Food  Program 77,323  118,658  95,436 

Food  Donations  Programs  for  Selected  Groups 248,086  254,542  257,487 

Emergency  Food  Assistance  Program 163,386  123,470  40,000 

Total,  FCS 34,657,707  37,708,672  38,066,674 

Nutrition  Research  and  Education  Service 10,105  10,707  15,974 

Total,  Direct  Appropriations,  Agricultural  Bill..  45,591,209  50,437,529  50,048,257 
Forest  Service: 

National  Forest  System 1,515,514  1,530,016  1,439,559 

Reappropriation 118,282  0  0 

Forest  Research 187,398  179,251  221,601 

State  and  Private  Forestry 167,215  165,275  102,770 

Forest  and  Rangeland  Protection 398,959  380,207  509,840 

International  Forestry 0  5,387  9,309 

Other  Appropriations 531  801  0 

Range  Betterment  Fund 5,139  5,313  4,587 

Land  Acquisition 87,039  65,293  66,303 

Total,  Forest  Service 2,480,077  2,331,543  2,353,969 

Total,  Direct  Appropriations,  USOA 48,071,286  52,769,072  52,402,226 

PERMANENT  APPROPRIATIONS-FEDERAL  FUNDS: 

Working  Capital  Fund -13,142  0  0 

Agricultural  Research  and  Education  Service: 

Cooperative  State  Research  Service 2,850  2,850  2,850 

Grain  Inspection,  Packers  and  Stockyards  Adninistration: 
Federal  Grain  Inspection  Service,  Inspection  and 

Weighing  Services -1,831  0  0 

Agricultural  Marketing  Service: 

Perishable  Agricultural  Commodities  Act  Fund 7,584  7,820  7,881 

Funds  for  Strengthening  Markets,  Income 

and  Supply  (Section  32) 524,853  479,425  416,473 

Milk  Market  Orders  Assessment  Fund 554  0  0 

Farm  Service  Agency: 

Export  Credit  Program  Account 534,380  365,539  396,162 

Guaranteed  Loans  Liquidating  Account 453,485  400,234  -42,094 

National  Wool  Act 191,115  179,305  197,952 

CCC  Fund 14,864,296  11,169,935  8,441,201 

Agricultural  Credit  Insurance  Fund: 

Liquidating  Account 54,539  -118,372  -514,266 

Rural  Utilities  Service: 

Rural  Electrification  and  Telephone  Loans: 

Liquidating  Account -1,408,540  -574,387  -450,969 

Rural  Telephone  Bank: 

Liquidating  Account 92,046  -59,898  -70,957 

Rural  Development  Insurance  Fund: 

Liquidating  Account 510,417  382,557  195,954 
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:  1993  1994  1995 

Agency  or  Item                         :  Actual     :  Estimate  Estimate 

PERMANENT  APPROPRIATIONS—FEDERAL  FUNDS  (Cont'd): 

Rural  Housing  and  Coamunity  Development  Service: 

Rural  Communication  Development  Fund -305  502  1,498 

Rural  Housing  Insurance  Fund  Liquidating  Account...  197,725  430,069  379,471 
Self-Help  Housing  land  Development  Fund 

Liquidating  Account -519  0  0 

Rural  Business  and  Cooperative  Development  Service: 

Economic  Development  Grants 0  -14,804  10,004 

Rural  Economic  Development  Grants -192  378  -1,468 

Rural  Development  Loan  Fund 10,282  9,488  3,027 

International  Agricultural  Trade  Service: 

P.L.  480  Title  I  Food  for  Progress  Credits 0  377,690  0 

P.L.  480  Liquidating  Account -629,109  -598,905  -535,786 

Food  and  Consimer  Service: 

Emergency  Food  Assistance  Program 0  227  230 

P.L.  102-552  Temporary  Assistance 42,329  0  0 

Total,  Permanent  Appropriations  (Excluding  FS) 15,432,817  12,439,653  8,437,163 

Forest  Service: 

Operations  and  Maintenance  of  Quarters... 6,548  6,916  6,807 

Resource  Management,  Timber  Receipts -915  3,040  0 

Pacific  Yew  Sales 181  283  250 

Permament 532,936  551,579  477,904 

Working  Capital  Fund -26,650  0  0 

Total,  Forest  Service  Permanent  Appropriations...  512,100  ^   561,818  484,961 

Total,  Permanent  Appropriations,  Federal  Fwds 15,944,917  13,001,471  8,922,124 

PERMANENT  APPROPRIATIONS --TRUST  FUNDS: 

Office  of  the  Secretary 1,027  3,270  1,545 

Economic  Research  Service 416  389  379 

National  Agricultural  Statistics  Service 257  243  240 

Agricultural  Research  and  Education  Service: 

Agricultural  Research  Service 9,235  9,300  9,300 

National  Agricultural  Library 34  100  100 

Animal  and  Plant  Health  Inspection  Service 7,167  6,921  6,921 

Food  Safety  and  Inspection  Service 2,083  2,043  2,043 

Agricultural  Marketing  Service 107,553  100,945  100,945 

Natural  Resources  Conservation  Service 797  1,233  916 

International  Agricultural  Trade  Service 3,015  3,500  3,500 

Total,  Permanent  Approp.,  Trust  Funds  (Excluding  FS  131,584  127,944  125,889 
Forest  Service: 

Reforestration  Trust  Fund 36,668  29,318  30,000 

Cooperative  Work  Trust  Fund 263,539  279,668  309,866 

Gifts,  Donations  and  Bequests 6  96  89 

Total,  Forest  Service  Trust  Funds 300,213  309,082  339,955 

Total,  Permanent  Appropriations,  Trust  Funds 431,797  437,026  465,844 

Total,  Permanent  Appropriations 16,376,714  13,438,497  9,387,968 

Subtotal,  USDA,  Existing  Legislation 64,448,000  66,207,569  61,790,194 

OFFSETTING  RECEIPTS: 

Excluding  Forest  Service -311,315  -163,476  -162,961 

Forest  Service -992,894  -1,130,260  -1,062,774 

Total,  Offsetting  Receipts -1,304,209  -1,293,736  -1,225,735 

Total,  USDA,  Existing  Legislation 63,143,791  64,913,833  60,564,459 
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:    1993         1994         1995 
Agency  or  Item  :   Actual     :  Estimate      Estimate 

PROPOSED  SUPPLEMENTALS; 
Agricuttural  Research  and  Education  Service: 

Extension  Service 0  815  585 

Natural  Resources  Conservation  Service: 

Watershed  and  Flood  Prevention  Operations 0       115,000       225,500 

Emergency  Conservation  Program 0        12,500        10,575 

Total,  Proposed  Supplementals 6  128,315       236,660 

PROPOSED  RESCISSION: 

Agricultural  Research  and  Education  Service: 

Agricultural  Research  Service 0       -12,824        -3,409 

Buildings  and  Facilities 0        -1,269        -4,230 

Cooperative  State  Research  Service 0        -3,000        -9,001 

Buildings  and  Facilities 0       -1,700        -3,400 

Farm  Service  Agency: 

Salaries  and  Expenses 0       -12,167  0 

Agricultural  Credit  Insurance  Program  Account 0        -4,548  0 

Natural  Resources  Conservation  Service: 

Conservation  Operations  0       -10,707        -1,217 

Rural  Utilities  Service: 
Rural  Electrification  and  Telephone  Loans: 

Program  Account 0        -1,115        -2,712 

Rural  Housing  and  Comnunity  Development  Service: 

Salaries  and  Expenses 0       -11,194  -608 

Rural  Housing  Insurance  Fund  Program  Account 0    ,    -4,065        -9,000 

International  Agricultural  Trade  Service: 

P.L.  480  Grants 0       -16,120       -30,500 

P. L.  480  Program  Account 0       -20,178       -13,098 

Food  and  Consuner  Service: 
Comnodities  Supplemental  Food  Program 0       -11,765  -516 

Total,  Proposed  Rescissions 0      -110,652  -77,691 

PROPOSED  LEGISLATION: 

Food  Safety  and  Inspection  Service 0  0  -103,000 

Agricultural  Marketing  Service  0  0  -6,148 

Grain  Inspection,  Packers  &  Stockyards  Administration: 

Federal  Grain  Inspection  Service 0  0  -5,021 

Packers  and  Stockyards  Acininistration 0  0  -8,437 

Farm  Service  Agency: 

Salaries  and  Expenses 0  0  -40,000 

Comnodity  Credit  Corporation 0  0  -500,000 

Federal  Crop  Insurance  Corporation 0  0  168,138 

Rural  Business  and  Cooperative  Development  Service: 

Salaries  and  Expenses 0  0  -450 

Total,  Proposed  Legislation 0  0      -494,918 

TOTAL,  UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 63,143,791     64,931,496     60,253,652 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

Table  7--New  Loan  (ObligationaO  Authority  by  Appropriation 
1993  Actual,  1994  Estimate  and  1995  Estimate 

(Dollars  in  Thousands) 

:  1993  Actual      :  1994  Estimate    :  1995  Estimate 

Agency  or  Item              :    Loans   :  Subsidy  :    Loans   :  Subsidy  :    Loans   :  Subsidy 

Farmers  Home  Administration: 
Rural  Housing  Loans: 

Single  Family  Housing  (See.  502) 1,291,308  242,117  1,750,000  354,135  1,800,000  165,600 

Unsubsidized  Direct 0  0  50,000  0  0  0 

Unsubsidized  Guarantees 539,839  10,672  750,000  12,225  1,300,000  22,360 

Housing  Site  Development  (Sec.  524)..  600  0  600  0  632  0 

Rural  Rental  Housing  (Sec  515) 573,857  287,930  540,107  309,967  220,000  115,500 

Very  Low  Income  Repair  (Sec.  504) 11,843  10,533  50,000  13,671  35,000  11,690 

Dire  Supplemental  (Loans) (513)  (5,985)  (15,000)  (0)  (0)  (0) 

Farm  Labor  Housing  (Sec.  514) 16,300  8,029  16,300  8,394  16,482  8,193 

Credit  Sales  of  Acquired  Property 161,925  21,468  133,000  20,242  175,776  14,484 

Subtotal,  Rural  Housing  Loans 2,595,672  580,749  3,290,007  718,634  3,547,890  337,827 

Self-Help  Housing  Land  Development 500  22  622  23  368  11 

Farm  Loans: 

Farm  Ownership: 

Direct 66,813  13,023  78,081  13,210  84,649  11,907 

Unsubsidized  Guarantees 448,953  20,576  556,543  20,870  576,622  22,258 

Farm  Operating: 

Direct 545,174  124,530  700,000  81,200  648,217  73,320 

Unsubsidized  Guarantees 874,415  18,150  1,800,000  9,360  2,000,000  10,800 

Subsidized  Guarantees 138,926  15,350  250,000  29,425  299,907  38,430 

Soi I  and  Water: 

Direct 2,101  1,740  2,897  463  8,040  1,054 

Guarantees 241  43  1,415  31  2,081  46 

Emergency 58,607  51,266  180,000  46,564  100,000  26,290 

Dire  Supplemental  (Loans) (0)  (0)  (80,000)  (20,504)  (0)  (0) 

Indian  Land  Acquisition 859  226  1,000  197  1,233  152 

Credit  Sales  of  Acquired  Property 49,277  22,405  123,783  18,903  90,000  11,916 

Subtotal,  Farm  Loans 2,185,366  267,309  3,693,719  220,223  3,810,749  196,173 

Farms  for  the  Future  Guaranteed  Loans..  10,000  3,644  6,799  3,599  5,599  3,086 

Total,  FmHA  Loans 4,791,538  851,724  6,991,147  942,479  7,364,606  537,097 

Rural  Development  Administration: 
Water  and  Waste  Disposal: 

Direct 647,140  122,903  834,193  115,786  976,853  136,466 

Guarantees 1,675  0  35,250  0  0  0 

Coiimunity  Facility: 

Direct 100,000  8,410  225,000  21,723  300,000  28,500 

Guarantees 52,346  0  75,000  3,803  75,000  3,728 

Business  and  Industrial: 

Guarantees 187,402  10,175  404,381  15,024  1,116,344  10,605 

Dire  Supplemental  (Loans) (87,402)  (4,735)  (155,000)  (12,705)  (0)  (0) 

Rural  Teleconmunication  Partnership 

Subsidized  Direct  Loans 0  0  0  0  15,000  636 

Subtotal,  Rural  Development  Loans...  988,563  141,488  1,573,824  156,336  2,483,197  179,935 

Intermediary  Relending  Program 33,700  18,616  100,000  56,000  125,000  65,313 

Dire  Supplemental  (Loans) (1,200)  (0)  (0)  (0)  (0)  (0) 
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:  1993  Actual      :  1994  Estimate    :  1995  Estimate 

Agency  or  Item              :  Loans  :  Subsidy  :    Loans  :  Subsidy  :    Loans  :  Subsidy 

Rural  Development  Adninistration  (Cont'd): 

Watershed  and  Flood  Prevention 0  0  4,000  0  4,215  0 

Resource  Conservation  and  Development..  0  0  600  0  632  0 

Total,  RDA,  Loans 1,022,263  160,104  1,678,424  212,336  2,613,044  245,248 

Rural  Electrification  Administration: 

Rural  Electrification  and  Telephone  Revolving  Fund: 
Electrification  Program: 

Direct  Loans 913,355  119,525  178,728  20,375  25,000  2,363 

Direct,  Treasury  Rate 0  0  0  0  500,000  350 

Direct,  Municipal 0  0  642,737  46,020  200,000  16,000 

Direct,  FFB 113,344  24,756  300,000  3,090  275,000  413 

Direct,  FFB  Repriced 660,505  29,645  0  0  0  0 

Total,  Electrification  Program...  1,687,204  173,926  1,121,465  69,485  1,000,000  19,126 
Telephone  Program: 

Direct  Loans 311,025  36,273  147,326  12,891  0  0 

Direct,  Treasury  Rate 0  0  200,000  40  236,287  47 

Direct,  FFB 78,517  63  120,000  0  118,143  0 

Total,  Telephone  Program 389,542  36,336  467,326  12,931  354,430  47 

Modified  Direct  Loans 0  0  275,100  8,009  624,600  12,941 

Rural  Telephone  Bank: 

Direct  Loans 174,999  83  199, Q47  4,416  0  0 

Direct  Loans,  Treasury  Rate 0  0  0  0  175,000  35 

Rural  Economic  Development  Loans 12,389  3,426  13,025  3,423  12,865  3,077 

Total,  REA,  Loans 2,264,134  213,771  2,076,763  98,264  2,166,895  35,226 

Ccnmodity  Credit  Corporation: 

Export  Credit  Guarantees 5,700,000  752,064  5,700,000  403,238  5,700,000  394,393 

Public  Law  480: 

Title  1 497,573  361,196  450,446  346,889  340,000  275,604 

Enterprise  for  the  Americas  Initiative  36,807  40,000  0  0  0  0 

Total,  P.L.  480  Loans  534,380  401,196  450,446    346,889  340,000  275,604 

Total,  USDA  Loan  Levels 14,312,315  2,378,859   16,896,780  2,003,206  18,184,545  1,487,568 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 
Table  8--Staff-Years,  Fiscal  Years  1993,  1994,  and  1995 


1993  1994         1995 

Agency  Actual        Estimate      Estimate 


SCIENCE  AND  EDUCATION 


Agricultural  Research  Service  

Cooperative  State  Research  Service 

Extension  Service  

National  Agricultural  Library  


7,945 

8,050 

7,900 

225 

235 

235 

201 

180 

170 

211 

209 

209 

Alternative  Agriculture  Research  and 

Conmercialization  Center  3  11  11 

INTERNATIONAL  AFFAIRS  AND  COMMODITY  PROGRAMS 


Agricultural  Stabilization  and 

Conservation  Service  3,339  3,264  3,174 

County  Offices (13,317)  (13,438)  (13,050) 

Foreign  Agricultural  Service 1,083  1,103  1,096 

NATURAL  RESOURCES  AND  ENVIRONMENT 


Forest  Service  40,859        40,170        39,564 

Soil  Conservation  Service  13,679        13,631        13,095 

SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT 


Farmers  Home  Adninistration  and 

Rural  Development  Administration 12,216  12,300  12,150 

Rural  Electrification  Administration  522  517  509 

Federal  Crop  Insurance  Corporation 800  825  825 

FOOD  AND  CONSUMER  SERVICES 


Hunan  Nutrition  Information  Service  109  103  100 

Food  and  Nutrition  Service 1,921         1,921         1,915 

MARKETING  AND  INSPECTION  SERVICES 


Federal  Grain  Inspection  Service  698  700  700 

Animal  and  Plant  Health  Inspection 


Service 
Food  Safety  and  Inspection  Service  ... 

Agricultural  Cooperative  Service  

Agricultural  Marketing  Service  

Packers  and  Stockyards  Administration 

ECONOMICS 


Economic  Research  Service  

National  Agricultural  Statistics  Service 
World  Agricultural  Outlook  Board  


ADMINISTRATION 

Office  of  the  Secretary  

Departmental  Adninistration  

Office  of  Budget  and  Program  Analysis 

Office  of  Public  Affairs  

Office  of  the  Inspector  General  

Office  of  the  General  Counsel  

Info  Share  


6,389 

6,470 

6,400 

9,787 

9,877 

10,042 

70 

69 

69 

4,285 

4,280 

4,253 

190 

190 

185 

795 

762 

731 

1.135 

1,135 

1,141 

30 

34 

34 

74 

103 

102 

2.487 

2,514 

2,463 

72 

74 

74 

137 

147 

141 

856 

850 

831 

403 

413 

412 

0 

13 

13 

TOTAL,  United  States  Department  of 
Agriculture  110,521       110,150       108,544 
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UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

Table  10--0ffsetting  Receipts  by  Agency 
1993  Actual,  1994  Estimate  and  1995  Estimate 
(Dollars  in  Thousands) 


Agency 


1993 
Actual 


1994 
Estimate 


1995 
Estimate 


Agricultural  Research  Service  

National  Agricultural  Library  

Economic  Research  Service  

National  Agricultural  Statistics  Service 

Animal  and  Plant  Health  Inspection 

Servi  ce  


Food  Safety  and  Inspection  Service 
Agricultural  Marketing  Service  .... 


Office  of  International  Cooperation  and 
Development  


Soil  Conservation  Service  

Farmers  Home  Adninistration 

Rural  Electrification  Adnini strati  on 
Forest  Service  


Total,  Offsetting  Receipts,  United 
States  Department  of  Agriculture 


Recapitulation: 

General  and  Special  funds 
Trust  Funds  


Total,  Offsetting  Receipts 


15,870 

7,428 

7,237 

106 

100 

100 

300 

389 

377 

228 

243 

237 

5,617 

7,103 

7,103 

2,097 

2,043 

2,008 

103,028 

95,398 

93,528 

2,875 

3,446 

3,391 

239 

501 

442 

30,850 

761 

1,140 

150,012 

46,064 

47,398 

992,894 

1,130,260 

1,062,774 

1,304,116 

1,293,736 

1,225,735 

718,358 
585,758 

808,974 
484,762 

751,316 
474,419 

1,304,116 

1,293,736 

1,225,735 
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Mr.  DURBIN.  Thank  you  Mr.  Dewhurst  and  Mr.  Wax. 
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OFFICE  OF  BUDGET  AND  PROGRAM  ANALYSIS 

Puroosg  Statement 

The  Office  of  Budget  and  Program  Analysis  coordinates  the  preparation  of  departmental  budget 
estimates  and  legislative  reports;  administers  systems  for  the  allotment  and  apportionment  of  funds; 
provides  policy,  program  and  budgetary  analysis  of  USDA  programs  and  proposals;  and  provides  staff 
assistance  to  USDA  agencies  in  meeting  their  responsibilities  for  the  development  and  review  of 
regulations. 

The  Office  of  Budget  and  Program  Analysis  is  located  in  Washington,  D.  C.  As  of  September  30,  1993, 
there  were  71  full-time  permanent  employees  and  one  other  than  full-time  permanent  employee. 
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OFFICE  OF  BUDGET  AND  PROGRAM  ANALYSIS 

Available  Funds  and  Staff-Years 
1993  Actual  and  Estimated  1994  and  1995 


Item 

1993 
Aaual 

1994 
Estimated 

1995 
Estimated 

Amount 

Staff 
Years 

Staff 
Amount    Years 

Amount 

Staff 
Years 

Direa  Appropriations    ... 

_^ 

J  5  899.000 

a 
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OFFICE  OF  BUDGET  AND  PROGRAM  ANALYSIS 

Permanent  Positions  bv  Grade  and  Staff-Year  Summary 
1993  and  Estimated  1QQ4  and  1995 


Grade 

1993 

1994 

1995 

Headquarters 

Headquarters 

Headquarters 

ES-6 

4 

2 

2  - 

ES-5 

1 

2 

2 

CS/CM-15 

9 

8 

8 

CS/CM-U 

16 

16 

16 

CS/CM-13 

17 

17 

16 

CS-12 

5 

5 

S 

cs-n 

4 

5 

5 

CS-10 

1 

1 

1 

CS-9 

3 

3 

4 

CS-8 

5 

5 

5 

CS-7    ....... 

8 

8 

8 

CS-5 

Total  Permanent 

Positions 
Unfilled  Positions 

end-of-year 

Total,  Permanent 
Employment, 
end-of-year 

Staff-Years 
Ceiling 

3 

2 

2 

76 

74 

74 

-5 

.. 

.    . 

71 

74 

74 

71 

74 

74 
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OFFICE  OF  BUDGET  AND  PROGRAM  ANAYSIS 
CLASSIFICATION  RY  ORIFCTS 
1QQ3  «nd  E^tim«t>ri  1QQ4  «nd  1995 
Personal  Compensation  1993 

Headquarters  S4.119.08S 

11  Toul  personrtel  compensation 4,119,085 

12  Personnel  Benefits 596,932 

13  Ber>efits  for  former  personnel 3.446 

Total  pers  comp.  &  benefiu 4,719,463 

Other  Objeas 

21  Travel 10.037  12.000  12,000 

22  Transportation  of  things 235 

23.3     Communications,  utilities  and 

miscellaneous  charges 80,387 

24  Printing 150,416 

25  Other  services 242.869 

26  Supplies  and  materials 109.307 

31         Equipment 140.1 10 


1994 
$4,640,000 

J4. 672 ,000 

4,640,000 
681,000 

^.672,000 
672,000 

5,321,000 

5.344,000 

89,000 

89.000 

79,000 

81.000 

260,000 

252.000 

83,000 

82.000 

37.000 

39.000 

Total  other  objeas 733.361 560.000  555.000 

Total  direct  obligations ■  •  :  -     _^J^^^^  ^^^giJJQJ^  ^^^^gg^jgj^ 

Position  Data 

Average  Salary.  ES  positions $113,909  $117,359  $118,562 

Average  Salary.  CM/CS  positions $55,549  $59,580  $59,968 

Average  Grade.  CM/CS  positions 11.72  11.76  11.70 

OFFICE  OF  BUDGET  AND  PROGRAM  ANALYSIS 

The  estimates  include  appropriation  language  for  this  item  as  follows  (new  language  underscored; 
deleted  matter  enclosed  in  brackets) 

Office  of  Budget  and  Program  Analysis  -....,' 

For  necessary  expenses  of  the  Office  of  Budget  and  Program  Analysts  including  employment 
pursuant  to  tne  second  sentence  of  senion  706(a)  of  the  Organic  Act  of  1944  (7  U.S  C  2225).  of 
which  not  to  exceed  S5  000  is  for  employment  under  5  U.S.C   3109.  I$S  881.0001  $5.899.000 
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OFFICE  OF  BUDGET  AND  PROGRAM  ANALYSIS 


Appropriations  Act,  1994. 
Budget  Estimate.  199S  .  . 
Increase  in  Appropriation 


S  5,88 1,000 
5,899,000 


Item  of  Change 
Budget  and  Program 
Analysis 


SUMMARY  OF  INCRFASK  AND  DECREASES 
(on  basis  of  appropriation) 


1994 
Estimated 

SS. 881. 000 


+  S54.000 


Other 
-i36.000 


1995 
Estimated 

^S  899.000 


Project  Statement 
(on  basis  of  appropriation) 


1993 
Aaual 

1994 
Estimated 

Increase 

or 
Decrease 

1995 
Estimated 

Item  of  Change 

Amount 

Staff 
Years 

Amount 

Staff 
Years 

Amount 

Staff 
Years 

Budget  and 
Program 
Analysis 

Unobligated 
balance 

S5,452,824 
303.176 

71 

S  5,88 1.000 

74 

+S  18,000 

$5,899,000 

74 

Total  Appropriation 

74 

5.899.000        74l 

Explanation  of  Prooram 

The  Office  of  Budget  and  Program  Analysis  provides  direction  and  administration  of  the  Department's 
budgetary  funaions  including  development,  presentation,  and  administration  of  the  budget;  reviews 
program  and  legislative  proposals  for  program  and  budget  and  related  implications,  analyzes 
program  and  resource  issues  and  alternatives  and  prepares  summaries  of  pertinent  data  to  aid 
Departmental  policy  officials  and  agency  program  managers  in  the  decision-making  process;  provides 
Department-wide  coordination  for  and  panicipation  in  the  presentation  of  budget  related  matters  to 
the  Committees  of  the  Congress,  the  press,  and  the  public  The  Office  also  provides  Department- 
wide  coordination  of  the  preparation  and  processing  of  the  legislative  program  and  legislative 
reports;  provides  Department-wide  coordination  and  processing  of  regulations;  and  aids  the  Secretary 
and  other  Departmental  agency  officials  in  making  management  decisions  regarding  the 
Department's  programs  and  resources 

Under  the  Secretary's  proposed  reorganization,  the  funaions  of  the  Office  of  Budget  and  Program 
Analysts  will  be  transferred  to  Executive  Operations 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 


A  net  increase  of  SI  8.000  for  budget  and  program  analysis  consists  of 


(a!  A  decrease  of  S  126.000  for  a  reduction  in  Federal  employment  costs 

Need  for  Change  In  support  of  the  Secretary's  streamlining  efforts  and  the  President's  Executive 
Oroer  mandating  a  reduction  in  the  Federal  employment.  OBPA  is  reducing  its  employment 

Nature  of  Change  For  FY  1995  the  total  reduction  in  personnel  costs  amounts  to  SI  25.000 
Personnel  reguaions  will  be  taken  so  as  to  reduce  the  number  of  managers  and  supervisors  tc 
other  personnel  while  protecting  the  gams  made  in  recent  years  to  diversify  the  workforce 
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(b)        A  decrease  of  S20.000  for  administrative  efficiency. 

Need  for  Change.  In  support  of  the  Seceretary's  streamlining  efforts  and  the  President's 
Executive  Order  to  reduce  overhead-type  outlays  from  the  FY  1 993  baseline,  budget  authority 
Is  reduced  by  120,000. 

Nature  of  Change.  In  order  to  achieve  these  savings,  OBPA  will  reduce  discretionary  expenses 
by,  S20,000  In  FY  1995,  in  areas  such  as  training,  printing  and  reproduction  costs  and  telephone 
usage. 

(c)  An  Increase  of  S 54.000  for  oav  increases. 

(d)  An  increase  of  S95.000  to  cover  anticipated  SES  retirement  costs 

Need  for  Change.   OBPA  Is  faced  with  1  potential  Senior  Executive  Service  (SES)  retirement. 

Nature  of  Change  Funds  will  be  used  to  cover  the  lump  sum  payment  for  annual  leave  for  the 
employee. 

(e)  An  increase  of  SI  5.000  which  reflects  a  2.6  percent  increase  in  non-salary  costs. 

CEOCRAPHIC  BREAKDOWN  OF  OBLICATIONS  AND  STAFF  YEARS 
1993  and  Fstimated  1994  and  1995 

1993  1994  1995 


Staff  Staff  Staff 

Amount     Years                     Amount  Years                  Amount  Years 

Washington.  D.C.                        $5,452,824          71               $5,881,000  74            $5,899,000  74 

Unobligated  balance  303.176  -  -  -  ■ 

Total.  Available  or 

Estimate                                             5.756.000          71                   5.881000  74                5.899000  74 


206 

OFFICE  OF  BUDGET  AND  PROGRAM  ANALYSIS 

STATUS  OF  PROGRAM 

The  Office  of  Budget  and  Program  Analysis  (OBPA)  coordinates  the  preparation  of 
departmental  budget  estimates  and  legislative  reports;  administers  systems  for  the 
allotment  and  apportionment  of  funds;  provides  policy,  program  and  budgetary  analysis 
of  USDA  programs  and  proposals;  and  provides  staff  assistance  to  USDA  agencies  in 
meeting  their  responsibilities  for  the  development  and  review  of  regulations. 

In  carrying  out  these  responsibilities,  OBPA  assists  the  Secretary,  Deputy  Secretary, 
and  other  policy  officials  of  the  Department  in  the  development,  presentation, 
execution,  and  monitoring  of  the  Department's  budget.  OBPA  provides  general  oversight, 
review,  and  analysis  related  to  alternative  policies  and  resource  levels.  OBPA 
represents  the  Department  at  meetings  and  hearings  with  Congresstonal  Committees,  the 
Office  of  Management  and  Budget  (0MB),  the  General  Accounting  Office  (GAO),  the 
Department  of  the  Treasury  and  others  on  matters  related  to  the  Department's  budget, 
legislative  and  regulatory  programs. 

Current  Activities: 

Develooment  and  Presentation  of  the  USDA  Budget 

Reviews  and  analyzes  agency  budget  estimates  and  develops  alternatives  and 
supporting  data  for  the  Secretary. 

Consolidates  materials  for  the  budget  submitted  to  0MB.  Serves  as  liaison  with 
0MB  staff  during  their  review  of  the  Budget  Estimates. 

Prepares  Department -wide  budgetary  statements  and  sunnaries. 

Coordinates  and  prepares  supporting  justifications  for  budget  requests  to  be 
presented  to  the  Appropriations  Committees. 

Serves  as  liaison  with  the  Appropriations  Comnittees  and  their  staffs  for  the 
purpose  of  scheduling  hearings,  reviewing  transcripts,  and  answering  questions 
concerning  USDA  programs. 

Prepares  and  consolidates  information  requested  by  the  appropriations, 
authorizing,  and  budget  committees,  and  the  Congressional  Budget  Office  (CBO), 
including  special  budgetary  analyses,  reports,  and  appropriations  hearings 
materials. 

Management  of  USDA  Funds  and  Staff-Years 

Issues  allotments  and  apportionments  which  allocate  funds  in  accordance  with  laws, 
regulations,  and  the  requirements  of  the  Executive  Branch  and  Congress. 

--   Monitors  and  analyzes  the  Department's  use  of  staff -year  resources. 

Program  Analysis 

Coordinates  and/or  conducts  policy  and  program  analyses  and  other  reviews  to 
assist  agency  and  senior  policy  officials  in  formulating  and  implementing  USDA 
policies  and  programs. 

Reviews  and  analyzes  legislation,  regulations,  and  policy  options  to  determine 
their  impact  on  USDA  programs  and  policy  objectives  and  on  the  Department's 
budget. 
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—  Nonltors  ongoing  studies  with  significant  prograa  or  policy  lapllcatlons  and 
periodically  publishes  the  USOA  Study  Agenda  which  provides  the  current  status  of 
each  study. 

Coordination  of  Regulatory  Decisions 

--  Reviews  and  assists  In  developoent  of  regulations  and  impact  analyses  used  In 
regulatory  decision  making. 

--  Maintains  the  Regulatory  Tracking  System  to  inform  senior  policy  officials  of  the 
status  of  proposed  regulations. 

--  Coordinates  and  assists  in  preparation  of  the  USDA  portion  of  OMB's  Regulatory 
Program  and  the  Regulatory  Agenda. 

•-  Maintains  liaison  with  OHB,  other  Federal  agencies  and  the  Congress  on  the  review 
of  rules. 

Coordination  of  Leoislative  Prooosals  and  Reports 

•-  Coordinates  and  assists  in  the  preparation  of  bills,  resolutions,  reports  and 
other  legislative  materials  for  submission  to  the  Congress. 

--  Compiles  and  produces  the  USDA  Legislative  Program  which  lists  pending 
Administration  proposals  by  subject  areas. 

--  Maintains  the  Legislative  Reports  Tracking  System  to  inform  senior  policy 
officials  of  the  status  of  legislative  proposals  and  reports. 

Selected  Examples  of  Recent  Progress: 

Automat ton.  During  FY  1993,  OBPA  expanded  its  use  of  the  recently  installed 
officewide  automation  system.  Through  the  use  of  a  local  area  network  (LAN),  the 
capacity  of  the  staff  to  communicate  quickly  and  efficiently  was  greatly  facilitated. 
Plans  are  moving  forward  to  tie  the  OBPA  network  into  the  networks  of  other  agencies 
of  the  Department  and  the  MAX  system  at  the  OHB.  Actions  were  also  taken  to  improve 
the  system  reliability  and  availability.  Follow-up  training  courses  were  offered  to 
improve  the  ability  of  the  staff  to  make  maximum  use  of  the  system's  capabilities.  On 
balance,  the  system  has  been  integrated  into  the  working  inventory  of  the  office  and 
Is  effectively  filling  its  support  and  work  facilitation  role. 

Legislative  Reports  Tracking  System.  The  Legislative  Reports  Tracking  System 
continues  to  be  a  key  element  in  OBPA's  efforts  to  coordinate,  monitor  and  provide 
information  on  the  large  volume  of  legislative  reports,  proposals,  bills,  and 
resolutions  received  by  the  Department.  During  FY  1993,  OBPA  assisted  in  the 
preparation  of  over  600  legislative  reports. 

Manor  Legislation.  During  FY  1993,  Congress  enacted  legislation  authorizing  payments 
to  farmers  who  suffered  crop  losses  due  to  floods  and  other  adverse  weather 
conditions.  It  also  enacted  the  Omnibus  Budget  Reconciliation  Act  of  1993  to  lower 
the  Federal  deficit  as  well  as  annual  agricultural  appropriations  legislation.  OBPA 
prepared  budget  impact  analyses  and  discussion  papers  which  were  used  both  within  the 
Executive  Branch  and  by  the  Congress  in  enacting  this  legislation. 

USDA  Reorganization.  OBPA  assisted  in  providing  analysis  and  documentation  for  the 
Secretary's  proposed  reorganization  plan.  Staffing  and  administrative  budget  saving 
estimates  were  also  Qeveloped.  Analyses  of  the  National  Performance  Review 
recommendations  on  departmental  reorganization  proposals  were  also  made. 
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Budget  Summary.  OBPA  presented  a  series  of  technical,  non-policy  budget  briefings  for 
Congressional  staff,  the  news  media,  special  interest  groups,  and  the  general  public 
when  the  Administration  issued  its  FY  1994  budget  proposals.  These  briefings  were 
attended  by  over  100  Congressional  staff  and  members  of  the  press  and  were  broadcast 
on  USDA's  closed  circuit  TV.  OBPA  also  distributed  about  2,000  copies  of  the  Budget 
Summary  document  to  Congressional  Committees,  the  press,  State  governments,  farm 
groups,  and  others  interested  in  USDA  programs. 
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Wednesday,  February  23,  1994. 
GENERAL  AGRICULTURAL  OUTLOOK 

WITNESSES 

KEITH  COLLINS,  ACTING  ASSISTANT  SECRETARY  FOR  ECONOMICS 

JOSEPH  GLAUBER,  PRINCIPAL  ECONOMIC  COUNSELOR,  OFFICE  OF 
ASSISTANT  SECRETARY  FOR  ECONOMICS 

JAMES     DONALD,     CHAIRMAN,     WORLD     AGRICULTURAL     OUTLOOK 
BOARD 

stephen  b.  dewhurst,  budget  officer,  u.s.  department  of 
agriculture 

Opening  Statement 

Mr.  DURBIN.  Good  morning.  I  assume  my  colleague,  Mr.  Skeen, 
will  be  here  momentarily,  and  I  would  like  to  get  started. 

This  morning  we're  going  to  be  discussing  the  general  agricul- 
tural outlook,  as  we  do  each  year  prior  to  the  commencement  of  the 
appropriations  hearings.  We  have  with  us  Keith  Collins  who  has 
been  here  many  times  before.  We  are  happy  to  have  him  again 
today.  He  is  the  Acting  Assistant  Secretary  for  Economics  in  the 
Department  of  Agriculture. 

We  also  have  Joseph  Glauber,  Principal  Economic  Counselor,  Of- 
fice of  the  Assistant  Secretary  for  Economics,  Department  of  Agri- 
culture, James  Donald,  Chairman  of  the  World  Agricultural  Out- 
look Board,  and  Steve  Dewhurst,  the  Budget  Officer  for  the  Depart- 
ment of  Agriculture. 

Mr.  Collins,  we  have  your  statement.  We  welcome  your  summary 
of  it  at  this  point,  and  then  there  will  probably  be  a  few  questions. 

Statement  of  the  Acting  Assistant  Secretary 

Mr.  Collins.  Thank  you  very  much,  Mr.  Chairman.  We  really  do 
appreciate  the  opportunity  to  come  up  here  each  year  and  initiate 
your  budget  process. 

Today  our  goal  is  to  try  and  give  you  an  unvarnished  outlook  for 
American  agriculture  in  1994,  and  perhaps  beyond,  and  maybe 
generate  a  good  discussion  to  help  you  sharpen  your  focus  as  you 
proceed  through  the  budget  process. 

You  introduced  those  of  us  here  at  the  table.  I  would  like  to  just 
go  a  little  bit  further  and  mention  on  my  immediate  right,  Jim 
Donald  who  is  Chairman  of  the  Agricultural  Outlook  Board.  He  has 
been  up  here  many  times  over  the  years  before  you  and  your  prede- 
cessors. 

This  will  be  Jim's  last  time.  He  retires  on  Friday  after  37  years 
of  federal  service,  and  that  will  be  a  tremendous  loss  to  the  U.S. 
Department  of  Agriculture's  outlook  program. 

Mr.  DURBIN.  Thank  you  for  your  service. 

(209) 
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OVERVIEW  OF  AGRICULTURAL  ECONOMY 

Mr.  Collins.  I  would  like  to  submit  the  written  comments  plus 
the  statistical  appendix  for  the  record  and  proceed  with  comments 
organized  along  three  brief  areas.  First  I'd  like  to  talk  about  the 
overview  for  the  agricultural  economy,  and  then  highlight  a  few  de- 
velopments in  specific  markets,  and  then  wrap  up  by  mentioning 
a  few  of  the  general  indicators  of  performance  that  we  look  at  in 
U.S.  agriculture. 

As  we  try  and  look  out  this  year  and  next  year,  agriculture,  as 
always,  has  a  lot  of  issues  to  deal  with.  We  have  the  effects  of 
NAFTA,  the  Uruguay  Round,  changing  reform  signals  from  Russia, 
trade  negotiations  with  Canada  and  Japan,  economic  growth  here 
and  overseas. 

There  is  a  variety  of  legislation  that  will  effect  agriculture,  and 
of  course,  we  have  the  effects  of  last  year's  weather  which  included 
drought,  floods,  late  freezes  and  disease,  and  then  we  look  forward 
to  this  year's  weather  and  what  might  unfold  there. 

The  way  these  factors  will  play  out  will  set  the  stage  for  the  1995 
farm  bill.  As  you  know,  the  economic  condition  of  agriculture  at  the 
time  a  farm  bill  is  crafted  has  historically  been  a  factor  in  that 
farm  bill,  and  so  what  happens  in  1994  and  1995  will  be  an  influ- 
ence on  the  1995  farm  bill. 

That  outlook  will  play  out  against  an  agriculture  that  has 
changed  dramatically  over  the  last  couple  of  decades.  We're  now 
down  to  2.1  million  farms.  The  number  of  farms  declined  about 
30,000  a  year  during  the  1980's.  So  far  in  the  1990's,  it  has  de- 
clined about  24,000  farms  a  year. 

The  structural  change  which  occurred  over  the  1970's  and  1980's 
is  now  largely  complete.  We  have  about  one  quarter  of  our  farms 
that  produce  80  percent  to  90  percent  of  all  agricultural  output, 
generating  85  percent  of  all  agricultural  income.  That's  370,000 
farms  that  generate  85  percent  of  all  agricultural  income. 

The  other  80  percent  of  our  farms  are  largely  dependent  on  off- 
farm  jobs  and  off-farm  income. 

Now,  1994  will  be  a  pivotal  year  for  U.S.  agriculture,  for  farmers 
and  consumers.  I  use  the  word  pivotal,  and  I  would  like  to  tell  you 
why  I  mean  pivotal. 

There  are  really  three  factors,  and  the  first  has  to  do  with  our 
grain  supply  situation.  If  you  look  at  global  stocks  as  a  percent  of 
use  for  feed  grains  and  for  rice,  they  are  at  the  lowest  level  since 
the  early  1970's. 

While  wheat  stocks  to  use  is  not  as  low  as  it  has  been  in  the  last 
decade,  it  is  still  quite  low  with  wheat  stocks  below  600  million 
bushels. 

The  second  factor  is  we  have  now  set  as  a  result  of  these  low 
stocks,  we've  set  our  acreage  reduction  programs  at  zero  for  six  of 
our  seven  target  price  commodities.  What  do  we  expect  from  that? 

If  you  look  out  to  what  we  think  will  be  planted  in  1994,  we're 
projecting  that  harvested  acres  in  1994  will  be  30  million  acres  less 
for  grains  than  it  was  in  1981,  which  was  the  last  time  we  had  zero 
acreage  reduction  programs.  So  despite  the  relaxation  of  the  acre- 
age reduction  programs,  we  are  limited  in  our  supply  response  be- 
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cause  of  the  conservation  reserve  program,  the  0-92  program,  other 
things  that  have  happened  over  the  last  decade  and  a  half. 

So  we  have  this  limitation  on  the  supply  side  from  acreage  and 
from  low  stocks,  and  the  third  factor  is  what  will  happen  on  the 
demand  side.  I  think  we're  being  confronted  by  an  export  demand 
in  agriculture  that  is  much  lower  than  what  we  have  seen  over  the 
last  couple  of  years. 

Think  of  the  former  Soviet  Union.  In  the  1980's  and  early  1990's, 
the  former  Soviet  Union  imported  40  to  50  million  tons  of  grain  off 
the  world  market.  This  year  those  imports  will  be  down  to  22  mil- 
lion tons,  next  year  they  are  likely  to  even  be  lower. 

So  that  is  why  I  see  1994  as  pivotal.  Consider  the  supply  con- 
straints, the  low  stocks,  the  acreage  constraints,  together  with  a 
low  yield  in  1994,  together  with  some  resumption  in  world  demand, 
and  you  would  have  a  very  explosive  situation.  It  would  set  in  mo- 
tion a  disruption  in  both  the  grain  and  livestock  economy,  so  we 
are  very  dependent  on  a  return  to  near  normal  yields  in  1994. 

Let  me  turn  to  the  overall  economy.  That  will  be  a  bright  spot 
for  American  agriculture.  Gross  domestic  product  is  now  forecast  to 
rise  3  to  3V2  percent  by  most  forecasters- — that's  up  from  2.9  per- 
cent last  year— driven  by  stronger  consumer  expenditures,  particu- 
larly for  durable  goods,  and  also  driven  by  investment  spending  in 
residential  construction. 

The  overall  inflation  rate  is  expected  to  be  below  our  last  year's 
three  percent.  The  interest  rate — take  the  prime  rate  for  example, 
is  now  expected  to  be  6  to  6V2  percent  in  1994  compared  with  six 
percent  last  year,  and  a  key  factor  will  be  energy  costs. 

If  you  have  followed  the  future  prices  of  oil  lately,  you  will  see 
that  oil  is  down  to  $14  a  barrel,  and  that's  very  significant  for  agri- 
culture. We  have  calculated  total  energy  expenditures,  both  directly 
and  indirectly  for  farmers,  and  they  amount  to  almost  $18  billion 
a  year,  and  then  interest  expenses  amount  to  another  $11  billion 
a  year,  so  you  have  almost  $30  billion  a  year  in  farm  production 
expenses  coming  from  energy  and  interest  alone. 

Turning  to  the  world  economic  growth,  if  you  subtract  out  the 
United  States,  we  think  that  world  economic  growth  will  probably 
double  its  rate  in  1994  compared  with  1993,  and  that  is  being  driv- 
en by  recovery  in  Western  Europe,  Eastern  Europe  which  we  think 
will  experience  positive  economic  growth  for  the  first  time  in  sev- 
eral years,  strong  growth  in  Asia — probably  around  seven  percent, 
strong  growth  in  Latin  American — probably  around  four  percent. 

On  the  downside,  Japan  continues  to  be  very  weak.  Growth  will 
be  near  zero  percent  in  1994. 

Now  this  improving  growth,  particularly  in  Canada,  in  Europe, 
in  Asia,  will  again  make  our  high  value  exports  exceed  bulk  ex- 
ports for  the  fourth  year  in  a  row.  Total  in  1993,  fiscal  year  1993, 
total  exports  are  expected  to  be  about  $43  billion,  again  the  same 
level  in  fiscal  year  1994.  The  agricultural  trade  balance  would  be 
a  surplus  $18  billion. 

OUTLOOK  FOR  CROPS  ., 

Let  me  turn  to  the  second  part  of  my  comments,  and  that's  to 
make  a  very  few,  brief  comments  about  individual  markets,  trying 
to  give  you  a  highlight  in  each  one.  First  let  me  start  with  wheat, 
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and  I  guess  one  of  the  highlights,  or  low-lights  in  wheat  is  that 
we're  seeing  imports  now  this  year  at  about  95  million  bushels, 
most  of  them  of  course  from  Canada. 

Despite  the  increase  in  imports,  and  some  stock  increase  that  we 
expect  this  year,  we've  had  disease  problems,  a  very  aggressive  ex- 
port enhancement  program,  and  the  result  of  that  is  that  wheat 
prices  will  be  very  close  to  last  year's  level — for  the  year  we  think 
$3.18  a  bushel.  Last  year  it  was  $3.24  a  bushel. 

Now  another  highlight  in  the  wheat  market  is  that  because  of 
the  high  com  prices,  we  expect  feed  use  to  rise  pretty  sharply  in 
the  1994  season.  We  will  also  see  a  zero  percent  acreage  reduction 
program  in  1994.  We  already  know  what  was  planted  in  the  fall. 
Winter  wheat  acreage  was  actually  down,  but  we  think  wheat  will 
be  up  with  the  spring  plantings,  and  overall  be  about  the  same  as 
last  year. 

So  again  we  look  at  a  wheat  market  with  about  the  same  produc- 
tion as  last  year,  low  exports  again,  about  the  same  level  of  use, 
maybe  some  light  build-up  in  carryover  stocks. 

Quickly  turning  to  com,  of  course  this  year's  story  is  a  one-third 
drop  in  production  of  the  1993  crop.  That's  giving  us  the  highest 
average  farm  price  for  corn  that  we  have  seen  since  1983. 

This  year's  com  price  we  think  will  average  $2.65  a  bushel,  and 
that  compared  last  year  with  $2.07  a  bushel. 

Now,  a  highlight  in  the  com  market  I  think  is  the  story  for  food 
seed  and  industrial  use — the  non-food  use  part  of  com.  That  will 
exceed  exports  for  the  first  time  since  1960,  so  we've  got  very 
strong  food  seed  and  industrial  use. 

If  you  look  at  1994  for  corn,  we  have  a  zero  acreage  reduction 
program.  We  think  that  harvested  acreage  may  rise  about  10  mil- 
lion acres  in  1994.  We're  worried  about  the  wet  weather  and  pos- 
sible delay  of  plantings  this  spring,  but  if  we  have  a  normal  yield, 
if  we  get  that  10  million  increase  in  acres  that  we  currently  fore- 
see, then  we  would  move  back  into  a  carryover  stock  level  in  corn 
of  about  1.3  to  1.5  billion  bushels  which  would  bring  us  back  close 
to  our  normal  or  average  level. 

Highlights  in  the  com  market  include  at  the  beginning  of  1995, 
if  the  Clinton  administration's  proposal  on  reformulated  gas  and 
ethanol's  role  in  it  is  affirmed  in  June,  that  we  would  see  a  sharp 
increase  in  ethanol  production. 

Let  me  turn  to  rice,  and  that's  another  market  where  prices  have 
soared  as  global  supplies  have  gotten  tight  this  year,  and  Japanese 
imports  have  picked  up. 

Japan  will  be  the  world's  largest  importer  of  rice  this  year,  and 
I  think  the  highlight  is  rice  prices  which  this  year  we  think  will 
average  $8.75  a  hundredweight.  That's  a  50  percent  increase  com- 
pared with  last  year. 

As  we  look  out  to  1994  for  rice  too,  we  have  a  zero  percent  acre- 
age reduction  program,  and  we  will  all  be  watching  to  see  if  we  get 
the  kind  of  acreage  response  that  we  think  should  come  with  a  zero 
percent  program  combined  with  these  high  prices. 

Of  course,  water  in  California  will  be  a  factor  on  the  rice  acreage 
response,  but  if  we  get  what  we  think  we're  going  to  get,  we  should 
see  some  slight  stock  rebuilding  in  the  rice  market  in  1994.  >; 
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Turning  to  cotton,  cotton  is  a  market  that  has  turned  out  to  be 
surprisingly  strong  this  year,  and  that  is  because  of  reduced  pro- 
duction prospects  in  China,  in  India  and  in  Pakistan. 

The  highhght  has  been  our  exports  are  up  25  percent  in  this 
year's  cotton  market.  Our  carryover  stocks  by  August  1,  1994  we 
think  will  fall  to  27  percent  of  use,  and  that's  below  the  target  in 
the  farm  bill  of  30  percent. 

Also  if  you  look  at  current  adjusted  world  prices  for  cotton,  they 
are  almost  up  to  130  percent  of  the  loan  rate,  and  at  a  130  percent 
of  the  loan  rate,  that  is  when  we  become  prohibited  by  law  from 
issuing  our  Step  II  user  certificates  or  user  subsidies  in  the  cotton 
program,  so  they  are  very  close  to  being  cut  off. 

For  1994,  we've  announced  an  11  percent  acreage  reduction  pro- 
gram for  cotton,  the  only  principal  field  crop  with  a  non-zero  acre- 
age reduction  program.  With  nonnal  yields,  we  would  expect  to  see 
an  increase  in  production,  but  demand  is  likely  to  remain  strong 
again,  so  very  little  change  in  carryover  stocks. 

Turning  to  oil  seeds,  this  again  is  a  commodity  where  the  floods 
of  1993  have  had  a  major  effect.  Prices  this  year  for  soybeans  we 
think  will  be  $6.50  a  bushel,  compared  with  $5.60  last  year,  but 
carryover  stocks,  by  the  time  we  get  to  the  end  of  the  summer,  will 
be  down  to  155  million  bushels,  very  tight.  That's  less  than  one 
month's  use. 

Now  a  highlight  in  this  market  has  been  oil,  the  vegetable  oil 
market  which  has  gotten  very  tight.  Now,  normally,  when  you  look 
at  how  much  vegetable  oil  versus  soybean  meal  contributed  to  the 
value  of  a  bushel  of  soybeans,  oil  is  normally  about  33  percent  of 
the  value  of  soybeans.  This  year  oil  will  be  about  40  percent  of  the 
value  of  soybeans. 

A  comment  on  fruits  and  vegetable  markets.  Farmer  receipts 
were  up  in  1993.  This  quiet  comer  sometimes,  we  tend  to  not  think 
about.  This  year  it  will  account  for  about  $22  billion  in  farm  cash 
receipts,  and  that  will  be  up  about  two  percent. 

Greenhouse  and  nursery  products  continue  to  be  one  of  the  fast- 
est growing  of  all  areas  in  agriculture  for  farmers.  This  year  their 
sales  will  be  over  $9V2  billion,  and  that  will  be  up  close  to  five  per- 
cent. 

In  the  sugar  market,  there's  been  quite  a  flip  from  last  year.  Last 
year  we  imposed  marketing  allotments,  we  had  large  supplies,  but 
because  of  tighter  production  this  past  fall  and  winter  in  sugar,  we 
now  have  people  asking  us  whether  our  import  quotas  are  high 
enough.  Prices  are  up  over  a  penny  a  pound  from  last  year. 

Just  a  comment  on  honey,  wool,  mohair  and  tobacco.  All  four  of 
these  commodities,  unfortunately,  share  the  same  difficulties. 
There  have  been  some  substantial  changes  in  farm  programs,  and 
I  think  as  we  look  out  over  the  next  couple  of  years,  those  four 
commodities  are  going  to  face  some  very  difficult  adjustment  peri- 
ods. 

OUTLOOK  FOR  LIVESTOCK 

Turning  to  the  livestock  side,  total  meat  and  poultry  production 
in  1994  is  expected  to  be  up  two  to  three  percent.  That's  two  to 
three  times  what  it  was  in  1993. 
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One  of  the  reasons  is  beef.  If  you  follow  our  cattle  on  feed  re- 
ports, we  put  one  out  last  Friday,  that  report  showed  that  cattle 
on  feed  in  the  United  States  was  the  highest  level  since  1974. 

So  this  is  really  a  remarkable  continuing  increase  in  cattle  held 
in  feedlots  in  the  United  States.  That's  going  to  mean  that  meat 
supplies  during  the  first  half  of  1994  are  going  to  be  quite  large. 
In  the  first  quarter,  the  increase  could  be  five  to  six  percent. 

For  the  year,  we  think  beef  production  will  be  up  three  to  four 
percent,  and  prices  down  a  couple  of  dollars  from  last  year's  $76.00 
a  hundred  weight. 

For  pork,  the  higher  feed  prices  due  to  the  flood  are  causing 
some  reduction  in  farrowing  intentions.  We  think  pork  production 
will  be  down  about  two  percent  in  1994. 

Poultry  seems  to  be  immune  from  these  things  and  marches  up 
every  year.  In  1993,  we  had  a  5V2  percent  increase  in  poultry  pro- 
duction. As  we  look  out  to  1994,  it  looks  like  it  will  be  roughly  five 
percent  again. 

Poultry  prices  will  fall  some  though  because  of  the  larger  meat 
supplies  across  the  board  that  will  be  available. 

Lastly,  let  me  mention  dairy,  and  of  course,  the  significant  issue 
there  is  the  role  of  recombinant  bovine  somatotrophin  which  use 
began  this  month.  We  think  despite  the  use  of  rBST,  the  higher 
feed  costs  are  going  to  keep  milk  production  in  the  1993-94  season 
very  close  to  last  year's  level,  so  we  are  looking  for  very  little 
change  there. 

We  expect  to  see  about  a  two  percent  increase  in  use  of  milk  and 
dairy  products.  That  will  mean  a  drop  of  about  three  billion  pounds 
of  surplus  dairy  products  purchased  by  the  CCC  in  1994. 

FINANCIAL  OUTLOOK  FOR  AGRICULTURE 

Finally  let  me  end  this  by  making  a  couple  of  comments  on  what 
this  means  for  agriculture  broadly  in  turn  to  the  financial  condi- 
tions and  indicators. 

The  higher  crop  prices  that  we're  seeing  through  the  first  half  of 
this  year,  combined  with  higher  production  in  the  second  half,  if  we 
get  normal  yields,  will  mean  a  fairly  substantial  increase  in  crop 
receipts  for  farmers. 

A  little  bit  lower  meat  prices  will  about  offset  with  a  little  bit 
higher  meat  production  so  livestock  receipts  should  stay  about  the 
same. 

Production  expenses  will  be  up  a  little,  mainly  because  of  higher 
feed  costs  and  because  of  more  acreage  being  planted.  When  we  net 
all  of  that  out,  we  foresee  about  a  four  to  five  percent  increase  in 
net  cash  farm  income  for  agriculture  as  a  whole,  and  that  would 
be  up  from  last  year's  $59  billion. 

With  interest  rates  changing  very  little  in  1994,  and  with  this  in- 
come picture  that  I  just  presented,  we  would  expect  to  see  some  in- 
crease in  land  values.  We  think  farm  equity  could  rise  about  three 
percent  in  1994.  The  farmers  have  kept  their  debt  levels  in  very 
good  shape. 

The  asset  ratios  should  remain  about  16  percent,  the  level  of  the 
last  couple  of  years,  and  the  percent  of  farms  that  are  vulnerable 
to  bankruptcy — this  is  a  measure  that  comes  from  our  January  and 
February  farm  costs  and  return  survey  where  we  survey  anywhere 
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from  15  to  25,000  farm  households  every  year — we  look  at  those 
that  have  low  cash  flow/high  debt  to  asset  ratio,  classify  those  as 
most  vulnerable  to  bankruptcy. 

The  percentage  of  farm  households  vulnerable  to  bankruptcy  on 
January  1st,  1993  was  4.1  percent,  and  that's  fallen  steadily  since 
the  mid-1980's. 

In  1992,  it  was  4.6  percent,  and  if  you  go  back  to  1990,  it  was 
about  6.6  percent,  so  we  are  seeing  some  continuing  improvement 
on  the  margin  for  those  farms  that  are  classified  as  vulnerable  to 
bankruptcy. 

Farm  program  costs  are  expected  to  decline  both  in  fiscal  1994 
and  1995.  We  think  farm  program  costs  will  be  down  to  $12  billion 
in  1994  mainly  because  of  an  over  $5  billion  drop  in  feed  grain 
costs,  and  then  if  we  look  out  to  1995,  these  higher  rice  prices  that 
I  mentioned,  the  higher  cotton  prices  that  I  mentioned,  and  the 
lack  of  disaster  payments  we  hope  in  1995  will  drop  CCC  outlays 
down  to  a  projected  $9  billion. 

That  concludes  my  comments.  Let  me  just  wrap  it  up  by  saying 
we  do  foresee  a  stronger  economy  in  1994.  There  is  some  risk  to 
that  economy  from  weak  growth  in  the  European  Community, 
lower  than  expected  growth,  continued  weak  growth  in  Japan. 

We  have  very  low  stocks  for  our  major  grain  crops.  If  we  don't 
get  close  to  normal  yields,  we  face  the  potential  of  very  disruptive 
markets  in  1994.  With  close  to  normal  jdelds,  we  think  that  our 
grain  carryover  stocks  will  build  close  to  normal  levels — a  little  bit 
of  a  drop  in  crop  prices. 

For  U.S.  consumers,  they  are  likely  abundant  food  supplies  and 
a  CPI  for  food  that  will  rise  about  the  same  as  1993's  2.2  percent. 

Most  supplies  will  be  large  and  prices  will  be  lower.  They  will  get 
better  bargains  in  meat.  However  for  cereal  and  bakery  products, 
reflecting  the  tight  grain  supplies,  prices  are  going  to  be  a  little  bit 
higher  in  1994. 

Over  the  longer  term,  we  have  to  focus  on  NAFTA,  GATT,  new 
uses  such  as  ethanol  and  the  1995  farm  bill  which  we  think  will 
provide  a  continuing  move  toward  more  market  orientation  and 
greater  market  opportunities  for  U.S.  agriculture,  and  that  com- 
pletes my  statement,  Mr.  Chairman. 

[Clerk's  note. — The  statement  of  the  Acting  Assistant  Secretary 
appears  on  pages  262  through  358.  The  biographical  sketch  for  Dr. 
Glauber  appear  on  page  414.] 

FOREIGN  DEMAND 

Mr.  DURBIN.  Thank  you,  Mr.  Collins,  that  was  excellent,  and  let 
me  try  to  follow  up  with  a  few  questions  to  clarify  a  couple  of 
points  here. 

As  I  hear  you  describe  it,  1994  is  our  recovery  year.  We're  going 
to  try  to  make  a  comeback  from  the  1993  problems  with  flooding 
and  other  difficulties,  and  of  course,  you  have  suggested  our  carry- 
over stocks  have  generally  been  depleted.  You've  suggested  that  the 
acreage  planted  has  gone  down  over  the  past  ten  to  twenty  years. 
You  are  also  suggesting,  I  think  you  said — I  want  to  make  sure  it's 
clear — that  you  can't  anticipate  increases  in  foreign  demand  in 
1994?  Was  that  your  statement? 
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Mr.  Collins.  I  think  that  the  dominant  factor  has  been  the 
former  Soviet  Union  and  China.  The  former  Soviet  Union  I  think 
at  this  juncture,  we  would  expect  to  see  a  continuing  decline  in  im- 
port demand.  That  could  always  change.  I  mean,  there  are  a  lot  of 
scenarios  of  what  the  new  regime,  the  ousting  of  the  reformists  and 
the  more  conservative  government  in  the  former  Soviet  Union 
might  mean,  particularly  if  they  go  to  price  controls,  as  their  prime 
minister  has  suggested  recently — non-monetary  measures  to  con- 
trol inflation. 

But  if  they  go  down  the  path  of  the  last  couple  of  years  where 
production  would  increase,  demand  would  go  down  because  of 
moves  towards  more  market  orientation.  We  would  expect  to  see 
continuing  declines  in  demand  from  the  former  Soviet  Union,  so 
that's  a  dominant  factor. 

It's  hard  to  know  what  will  happen  in  China,  but  if  that  plays 
out  as  we  now  think — ^yes,  we  will  see  weaker  export  demand  in 
1994,  just  like  we've  seen  in  1993  for  our  principal  grain  commod- 
ities. 

Mr.  DURBIN.  What  is  the  effect  of  the  fact  that  most  of  our  sales 
now  are  not  being  paid  for  by  the  Russians?  Does  this  still  keep 
the  price  high  enough  and  the  deficiency  payments  lower  even 
though  we  are  more  or  less  paying  within  our  own  bank  account 
for  the  difference  between  what  the  Russians  can  pay  and  what 
they  are  supposed  to  pay? 

Mr.  Collins.  Indeed  it  does.  As  long  as  we  are  moving  corn  and 
wheat  and  other  commodities  out  of  the  U.S.  market,  and  into  the 
former  Soviet  market,  it  does  strengthen  prices  in  the  United 
States. 

Mr.  DURBIN.  Our  failure  to  move  that  grain  into  those  markets 
would  result  still  in  pa3rments  by  the  Federal  treasury,  the  Com- 
modity Credit  Corporation  in  particular,  for  deficiencies. 

Mr.  Collins.  That's  correct.  That's  at  the  heart  of  the  discussion 
about  how  much  we  get  back  on  each  dollar  of  GSM  credit,  or  each 
dollar  of  EEP  bonus  that  we  award. 

Mr.  DURBIN.  I've  got  some  specific  questions,  but  I  want  to  ask 
a  more  general  question  because  I  would  like  to  get  your  reaction 
to  it,  and  bear  with  me  for  a  minute. 

Mr.  Collins.  Sure. 

SUPPLY  MANAGEMENT  PROGRAM 

Mr.  DURBIN.  While  I  describe  this  scenario,  and  correct  me  if  you 
think  I've  missed  the  point  at  some  juncture  here. 

When  we  started  our  farm  programs  back  in  the  1930's,  we  were 
trying  to  elevate,  obviously,  the  income  of  farmers  across  the  Unit- 
ed States,  also  to  give  us  a  reliable  supply  of  food  and  fiber  year- 
in  and  year-out. 

And  so  we  came  up  with  a  supply  management  program  that  in- 
volves some  set-aside  in  an  attempt  to  engineer  prices  from  year 
to  year. 

Over  the  past  50  or  60  years,  things  have  changed  fairly  dra- 
matically. You've  described  the  fact  that  I  guess  it  is  20  percent  of 
our  farms  are  producing  85  percent  of  our  production. 

Mr.  Collins.  Right.  ; 
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Mr.  DURBIN.  So  for  the  most  part,  although  there  are  clearly  ex- 
ceptions, farmers  are  better  off  financially  thsin  they  were  when  we 
got  into  the  business,  the  federal  business  of  farm  programs. 

Although  every  time  I  say  that  publicly,  someone  will  write  and 
say  oh  yeah,  let  me  show  you  some  statistics.  Farmers  are  still  up 
against  it. 

Mr.  Collins.  Sure. 

Mr.  DuRBiN.  I  appreciate  that  fact. 

Mr.  Collins.  Yes. 

MAJOR  CROPS  IN  THE  FARM  PROGRAM 

Mr.  DURBIN.  But  just  comparing  it  from  where  we  started  in  the 
1930's,  we  would  have  to  say  that  the  farm  programs  have  im- 
proved the  standard  of  living  of  those  farmers  who  are  still  in  the 
business,  albeit  a  smaller  number. 

We  have  to  also  say  that  we've  been  blessed  for  50  or  60  years 
by  not  having  lived  through  any  dramatic  shortages  of  food  and 
fiber  for  the  American  people.  We've  not  faced  what  other  coun- 
tries, particularly  developing  countries  have  faced  in  terms  of  fam- 
ine and  shortages. 

But  the  third  part,  the  control  of  pricing  from  year  to  year,  it 
strikes  me,  has  changed  because  our  role  or  position  in  the  world 
market  has  changed.  We  are  now  in  glob£il  competition  and  we  no 
longer  are  the  dominant  producer  of  some  commodities. 

Someone  suggested  that  the  U.S.  production  is  around  20  percent 
of  world  production  in  wheat.  I  don't  know  if  that  is  a  fair  figure, 
but  can  you  give  me  an  idea  for  the  major  crops  in  our  farm  pro- 
gram, what  U.S.  production  is  as  a  percentage  of  world  production? 
Com  for  example,  or  wheat? 

Mr.  Collins.  Probably,  yes.  I  could  certainly  give  you  a  detailed 
table  on  all  of  those  things.  I  think,  the  questions  you've  raised  is 
exactly  right.  We've  seen  steady  declines  of  our  share  of  world  pro- 
duction, our  share  of  world  trade,  for  that  matter. 

If  you  look  at  our  share  of  world  wheat  trade,  in  the  1980's  it 
reached  as  high  as  48  percent.  This  year  it's  33  percent.  Feed 
grains  just  a  few  years  ago  was  65  percent.  This  year  it  will  be 
about  50  percent. 

Our  share  of  soybeans,  and  soybean  meal  computed  in  soybean 
equivalents  is  now  down  to  35  percent  of  world  trade.  So  I  don't 
have  the  exact  production  percentages  in  my  mind,  but  they  reflect 
those  trade  percentages.  They  have  all  declined,  and  so  our  ability 
to  influence  our  own  prices  and  world  prices  through  supply  con- 
trol, through  achieving  stock  targets,  has  greatly  been  reduced  over 
the  last  several  years. 

I  think  that  two  markets  where  you  see  that  most  clearly  is  in 
wheat  and  in  cotton.  Who  would  have  thought  a  few  years  ago  that 
if  we  had  500  or  600  million  bushels  of  wheat  in  carryover  stocks, 
that  we  would  have  a  price  in  the  $3.00  to  $3.25  range. 

I  think  most  economic  forecasters  and  economic  models  would 
have  been  up  close  to  the  target  price  in  price. 

Likewise  we've  got  cotton  stocks  that  are  below  the  Farm  Bill 
target,  or  close  to  the  Farm  Bill  target  over  the  last  couple  of  years, 
and  yet  cotton  prices  have  been  running  $.50,  $.55,  $.58  a  pound, 
way  below  the  target  price  of  $.72,  and  that's  been  the  influence 
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of,  in  grains,  the  European  Union.  This  is  a  tremendous  increase 
in  production  and  exports. 

China,  this  year,  will  set  a  record  for  the  fourth  year  in  a  row 
on  com  exports.  You  know,  they  are  now  one  of  the  major  players 
in  the  world  com  market,  and  taking  away  our  share  of  world  corn 
trade. 

And  for  cotton,  we  look  out.  We  see  tremendous  growth  in  coun- 
tries that  we  never  would  have  expected  years  ago — ^Australia  is  a 
big  player  in  world  cotton.  Pakistan  is  continuing  to  be  big. 

And  then  of  course  the  former  Soviet  Union  has  tremendous  cot- 
ton resources  in  Uzbekistan  and  other  newly  emerging  states.  They 
have  moved  that  on  to  the  world  market  to  gain  foreign  exchange. 

So  I  think  your  observation  is  accurate.  Our  ability  to  control 
prices  is  far  different  than  it  was  when  these  programs  were  first 
created,  and  acreage  reduction  programs,  and  supply  allotment  pro- 
grams were  created  in  the  1930's. 

Mr.  DURBIN.  Bear  with  me  for  a  moment. 

Mr.  Collins.  Sure. 

PRICING 

Mr.  DURBIN.  The  set-aside  acreage,  the  acreage  reduction  pro- 
grams were  generally  put  in  place  to  have  some  impact  on  price. 
That  was  the  original  intent. 

Mr.  Collins.  Right. 

Mr.  DURBIN.  I  think  over  the  years.  Congress  has  redefined  that 
and  put  in  some  conservation  concerns  as  well. 

Mr.  Collins.  Yes. 

Mr.  DURBIN.  We  go  to  the  basic  premise  that  we  ask  farmers  to 
set  aside  five  percent  to  ten  percent  of  their  acreage  in  the  belief 
that  that  will  somehow  raise  prices  and  reduce  Government  outlays 
for  deficiency  payments.  Yet  in  the  real  world  we're  dealing  with, 
we  are  such  a  relatively  small  player,  does  it  make  sense  for  us  to 
still  have  this  kind  of  acreage  reduction  program  beyond  the  con- 
servation aspect,  just  looking  to  the  price  aspect? 

Is  it  more  sensible  now  in  this  era  that  you've  described,  this 
changing  era  of  global  competition,  to  basically  say  to  our  produc- 
ers we  have  conservation  concerns  and  we  are  going  to  insist  that 
these  be  abided  by,  but  beyond  that,  plant  what  you  want,  where 
you  want,  and  as  much  as  you  want? 

Mr.  Collins.  All  right. 

PRODUCTION  FLEXIBILITY 

Mr.  DuRBiN.  Because  we  now  have  to  look  at  this  in  different 
terms.  We  can  no  longer  suggest  that  a  ten  percent  acreage  set- 
aside  in  the  United  States  is  going  to  have  a  lineal  impact  on  the 
price  that  that  farmer  is  going  to  realize  for  his  production. 

Mr.  Collins.  I  view  the  statement  you  just  laid  out  as  really  a 
crucial  feature  of  the  1995  Farm  Bill.  Just  how  are  we  going  to 
handle  what  might  be  called  production  flexibility  for  farmers? 

We  had  one  dimension  of  it  in  1990.  I  think  what  you're  suggest- 
ing is  another  dimension  of  farm  production  flexibility.  Where  will 
we  go?  I  think  that  a  number  of  the  farm  groups  are  beginning  to 
think  that  way. 
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We  have  seen  the  National  Association  of  Wheat  Growers,  for  ex- 
ample, in  their  resolutions  and  their  meeting  this  year  suggest  that 
their  goal  ought  to  be  zero  percent  acreage  reduction  programs. 

The  National  Cotton  Council  has  repeatedly  come  in  and  visited 
us  at  the  USDA  and  suggested  they  prefer  lower  acreage  reduction 
programs  to  higher  acreage  reduction  programs. 

I  think  as  we  look  out  over  the  next  couple  of  years,  how  we  deal 
with  the  Conservation  Reserve  Program,  how  we  deal  with  the 
Clean  Water  Act,  how  we  deal  with  Water  Quality  Incentives  Pro- 
gram, Integrated  Crop  Management  Program — what  kinds  of  limi- 
tations are  placed  on  farm  production  for  conservation  or  environ- 
mental reasons  will  have  an  impact  on  how  we  want  to  think  about 
our  acreage  production  programs. 

I  think  that  right  now  we  still  have  a  tough  sell  trying  to  argue 
for  zero  percent  acreage  reduction  program  when  the  stocks  are  a 
little  bit  too  high.  The  reason  is  because  when  the  bean-counters 
like  me  compute  the  costs  of  the  program,  we  still  show  a  savings 
of  an  acreage  reduction  program,  when  U.S.  stocks  are  high. 

As  long  as  that  is  the  case,  you  get  other  entities  within  the  Ad- 
ministration, Executive  Branch  that  would  like  to  have  some  non- 
zero acreage  reduction  program.  That  has  weakened  though  over 
the  last  couple  of  years,  for  all  the  reasons  that  you've  said. 

Our  declining  share  of  world  production,  our  declining  share  of 
world  trade,  the  limitations  that  we  see  on  farm  production  from 
production  practices  that  have  been  required  of  farmers  conserva- 
tion compliance  and  so  on.  All  of  these  things  have  limited  to  some 
extent  our  ability  to  respond. 

So  I  think  as  you  look  out  for  1995,  how  we  deal  with  outlays, 
the  payment  program,  and  the  whole  package  of  environmental 
and  conservation  concerns,  it's  going  to  open  up  the  door,  I  think, 
to  a  real  serious  debate  about  whether  we  need  these  acreage  re- 
duction programs  at  all. 

Now  watch  us  in  1994  have  132  bushel  com  yields.  We  might  not 
be  talking  about  that  in  1995,  so  it  is  somewhat  of  a  function  of 
where  you  are  when  you  engage  in  the  debate,  and  where  we  are 
right  now.  It  looks  to  me  like  the  points  you  make  are  very  valid 
and  legitimately  on  the  table  for  1995. 

Mr.  DURBIN.  And  of  course,  what  we  face  in  1994  is  part  of  the 
dilemma  as  you  have  alluded  to  it.  This  is  supposed  to  be  our  re- 
covery year,  and  if  it  turns  out  it  isn't 

Mr.  Collins.  Right. 

Mr.  DURBIN.  I  hope  it  certainly  is. 

Mr.  Collins.  Right. 

Mr.  DURBIN.  But  if  it  turns  out  it  isn't,  you're  going  to  have  that 
natural  reaction  of  any  country  in  the  world  which  says  step  back, 
protect  the  food  and  fibers  of  your  people. 

Mr.  Collins.  Absolutely. 

Mr.  DURBIN.  That's  your  first  priority. 

Mr.  Collins.  Absolutely.  ^ 

planted  acres 

Mr.  DURBIN.  And  that  will  bring  us  back  I  think  to  some  earlier 
thinking. 
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Did  I  hear  you  say  that  30  milHon  fewer  acres  were  planted  last 
year  than  in  the  1980's? 

Mr.  Collins.  What  I  said  was  that  if  we  look  out  to  1994  and 
take  our  forecasts  of  harvested  acreage  for  1994,  that  level  will  be 
about  30  million  acres  lower  than  what  we  harvested  in  1981.  This 
is  just  for  grains.  I'm  talking  about  wheat  and  feed  grains. 

So  1981  was  the  last  year  we  had  no  acreage  reduction  programs, 
and  1994  is  the  year  that  we  are  going  to  have  zero  percent  acre- 
age production  programs — not  exactly  the  same  as  no  acreage  pro- 
duction programs,  but  close. 

So  I  think  it's  fair  to  compare  1981  with  1994.  You  recall  the 
1981  farm  bill  started  the  concept  of  acreage  reduction  programs. 
The  first  year  they  were  applied  was  in  1982,  and  we  had  them 
non-zero  for  almost  every  crop  every  year  since,  so  that  1994  in  a 
sense  is  kind  of  historic.  It's  the  first  year  under  the  concept  of 
acreage  reduction  programs  that  we've  got  zero  percent  for  six  of 
our  seven  crops. 

So  if  we  try  and  look  back  in  history  at  a  time  when  we  didn't 
have  those  supply  controls,  you  find  1981  as  the  most  recent  year. 
This  year  we  think  our  grain  harvested  acreage  will  be  30  million 
acres  lower. 

CONSERVATION  RESERVE  PROGRAM 

Mr.  DURBIN.  How  much  of  that  30  million  acres  can  you  account 
for  with  CRP  and  0-92? 

Mr.  Collins.  A  good  portion  of  it,  probably  most  of  it.  I  can  prob- 
ably break  that  down  for  you,  but  off  the  top  of  my  head,  we  prob- 
ably have  15  million  acres  of  wheat  base  in  the  CRP.  We  have 
probably  about  4  million  acres  of  com  base  in  the  CRP. 

We  have  historically  had  somewhere  between  10  to  15  million 
acres  of  crops  in  0-92  every  year.  That  would  account  for  most  of 
it,  and  there  may  be  some  that  has  just  simply  gone  out  of  produc- 
tion. I  would  say  that  is  a  small  amount. 

Mr.  DURBIN.  So  part  of  the  problem  that  faces  us  in  1994  is  self- 
induced.  We  have  basically  said  we're  going  to  take  acreage  out  of 
production  which  makes  things  a  little  riskier  in  terms  of  recovery 
after  a  year  like  1993.  We  are  doing  it  for  conservation  purposes, 
and  believe  that  the  price  we  are  paying  or  the  risk  we  are  taking 
is  worth  it  in  terms  of  protecting  this  land  from  any  type  of  air  or 
water  quality  problem  that  might  result. 

Mr.  Collins.  I  think  that's  right,  and  I  think  the  risk  to  the  det- 
riment of  the  grain,  livestock  economy,  and  the  food  supply  is 
somewhat  low.  I  mean,  we  haven't  had  years  where  we've  had 
back-to-back  very  low  yields.  Usually  we  have  a  low  yield  and  then 
we  bounce  back,  and  I  think  that's  what  we  certainly  expect  to  hap- 
pen again  this  year. 

Mr.  DURBIN.  I  hope  it  does. 

GATT 

Mr.  DURBIN.  A  GATT  agreement  has  now  been  reached.  If  this 
agreement  is  approved  by  Congress,  what  do  you  feel  will  be  the 
pluses  and  minuses  for  American  agriculture,  by  sector? 

Mr.  Collins.  The  Economic  Research  Service  is  conducting  a 
comprehensive  analysis  of  the  GATT  agreement  and  likely  impacts. 
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The  study,  which  will  address  your  question,  is  now  in  the  final  re- 
view and  clearance  process.  We  plan  to  release  the  study  before  the 
end  of  March  1994  and  will  provide  you  with  a  copy  at  that  time. 
Our  early  assessment  of  the  agreement  suggests  that  U.S.  agricul- 
tural exports  and  farm  income  will  rise,  that  the  export  increase 
will  generate  broad  emplo3rment  gains,  and  that  farm  program  out- 
lays will  decline.  Export  increases  will  be  fueled  by  market  access 
opportunities  and  global  economic  growth,  particularly  after  the 
year  2000.  Most  of  the  gains  will  be  concentrated  in  grains  and  ani- 
mal products. 

U.S.  field  crop  agriculture  would  benefit  from  the  Uruguay 
Round — ^UR — agreement  to  increase  market  access  and  reduce  ex- 
port subsidies  worldwide.  Projected  higher  U.S.  grain,  oilseed,  and 
cotton  exports  under  the  UR  will  raise  domestic  prices  and  stimu- 
late increased  production.  By  the  year  2000,  and  especially  there- 
after, U.S.  crop  producers  would  earn  greater  total  revenue  with  an 
increasing  share  of  revenue  coming  from  the  marketplace.  The  U.S. 
acreage  base  for  grains  would  be  fully  utilized  by  2005  with  acre- 
age reduction  program  set  at  0  percent,  setting  the  stage  for  fur- 
ther price  and  revenue  increases  as  additional  production  is  needed 
to  meet  nsing  world  demand. 

The  agreement  will  have  significant  U.S.  trade  effects  for  live- 
stock products,  but  small  domestic  effects  in  terms  of  prices  and 
production  of  livestock  products.  This  partly  flows  from  the  condi- 
tion that  trade  is  a  relatively  small  part  of  the  U.S.  industry. 

Increased  income  under  the  UR  will  allow  for  added  demand  for 
meat  products  as  individuals  upgrade  their  diets  and  increase  their 
meat  consumption.  The  added  income  effect  outweighs  the  increase 
in  meat  prices  occasioned  by  higher  costs  from  rising  feed  prices. 

Rising  cost  for  U.S.  meat  production  is  expected  to  occur  pri- 
marily due  to  increased  grain  cost  expected  under  the  UR.  The 
higher  cost  of  production  will  limit  the  gains  in  demand  for  meat 
and  livestock  products.  Initially,  higher  grain  costs  will  slow  live- 
stock production.  By  1997  production  of  pork  and  poultry  will  be 
rebounding  and  be  greater  than  the  baseline  with  the  difference 
widening  from  2000  until  2005.  Beef  production  will  be  marginally 
lower  through  2000  but  rebound  above  base  levels  by  2005. 

The  dairy,  poultry,  eggs,  and  pork  markets  will  all  be  affected  by 
reduced  export  subsidies.  U.S.  broiler  exports  should  increase,  par- 
ticularly for  dark  meat.  U.S.  eggs  will  shift  from  whole  eggs  to 
processed  products  as  subsidies  under  the  Export  Enhancement 
Program  decline. 

Mr.  DURBIN.  What  will  be  the  impact  of  GATT  on  the  Economic 
Community? 

Mr.  Collins.  The  Economic  Research  Service's  comprehensive 
analysis  of  the  GATT  agreement  and  its  likely  impacts  will  address 
your  question.  We  plan  to  release  the  study  before  the  end  of 
March  1994  and  will  provide  you  with  a  copy  at  that  time.  Gren- 
erally,  the  export  subsidy  disciplines  negotiated  in  the  Uruguay 
Round  will  reduce  the  European  Union's  subsidized  exports.  The 
largest  reductions  will  be  for  grains,  animal  products,  sugar,  dairy 
products,  eggs,  and  fruits  and  vegetables. 

Mr.  DuRBiN.  What  will  be  the  impact  on  Japan? 
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Mr.  Collins.  The  agreement  has  a  number  of  implications  for 
Japan.  Grenerally,  Japan  will  increase  import  access  for  a  range  of 
commodities.  For  example,  Japan  will  reduce  its  beef  tariff,  reduce 
its  gate  price  for  pork,  reduce  tariffs  on  certain  dairy  products  and 
establish  import  quotas  on  others,  reduce  tariffs  on  a  variety  of 
fruits  and  vegetables,  expand  its  current  import  quotas  for  wheat, 
barley,  and  industrial-use  com,  reduce  tariffs  on  vegetable  oils  and 
sugar-containing  products.  Japan  will  also  lift  its  rice  import  ban. 
Those  changes  will  lead  to  broad  increases  in  U.S.  agricultural  ex- 
ports to  Japan. 

Mr.  DURBIN.  Over  what  time  frame  will  this  impact  be  felt? 

Mr.  Collins.  The  Economic  Research  Service's  comprehensive 
analysis  of  the  GATT  agreement  and  its  likely  impacts  will  partly 
address  your  question.  The  analyses  will  project  effects  in  the  years 
2000  and  2005.  Initially,  the  impacts  will  be  small  because  market 
access  changes,  reductions  in  export  subsidies  and  global  economic 
growth  will  be  small.  However,  as  the  implementation  period  pro- 
ceeds, economic  growth  gains  will  cumulate  and  effects  will  become 
more  substantial,  particularly  in  2000  and  beyond, 

NORTH  AMERICAN  FREE-TRADE  AGREEMENT 

Mr.  DURBIN.  Now  that  NAFTA  has  been  agreed  to,  what  do  you 
feel  will  be  its  most  notable  impacts  to  agriculture  over  the  next 
five  years? 

Mr.  Collins.  Over  the  next  5  years  overall  agricultural  trade 
with  Mexico  will  continue  to  grow.  Since  the  tariff  reductions  are 
linear  for  most  commodities  over  10  years,  growth  in  exports  for 
many  commodities  will  probably  be  more  dependent  on  income 
growth  in  Mexico  than  tariff  reductions. 

Grains  and  livestock  products  will  be  the  immediate  beneficiaries 
of  the  tariff  reductions  and  probably  experience  the  largest  im- 
pacts. U.S.  cattle  and  beef  exports  to  Mexico  are  now  duty  free.  The 
tariff  had  been  15  percent  on  live  cattle,  20  percent  on  fresh  beef, 
and  25  percent  on  frozen  beef.  Grain  sorghum's  15  percent  seasonal 
tariff  was  also  eliminated.  Mexico's  2.5-million-ton  com  quota, 
which  rises  3  percent  per  year,  is  likely  to  be  filled.  However,  be- 
cause of  Mexico's  initially  high  over  quota  tariff  rate  quota  on  com 
products  for  the  first  6  years,  most  of  the  feed  grain  demand  may 
be  met  with  sorghum,  barley,  and  oats.  Soybeans  for  crushing  will 
have  the  seasonal  duty  reduced  from  15  to  10  percent  and  be 
phased  out  over  10  years.  Wheat  import  licenses  have  been  con- 
verted to  a  10  percent  tariff,  which  will  be  phased  out  in  10  years. 

The  biggest  factor  is  that  the  United  States  will  not  be  arbitrar- 
ily excluded  or  limited  from  the  Mexican  market  as  in  the  past. 
Procedurally,  the  dispute  settlement  mechanism,  similar  to  the  Ca- 
nadian/U.S.  Trade  Agreement,  will  be  a  major  improvement  in 
solving  trade  disputes.  However,  both  sides  still  retain  protection 
afforded  by  anti-dumping  rules  and  can  use  countervailing  duties 
as  penalties. 

Increased  competition  for  U.S.  producers  is  expected  for  some 
winter  vegetables  and  citrus  products.  However,  these  effects  are 
likely  to  be  small  over  the  next  5  years.  Effects  will  be  limited  by 
snapbacks  on  import  surges  and  by  the  10-  to  15-year  rates  of  re- 
duction in  tariffs.  Prices  for  most  of  these  commodities  are  expected 
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to  increase  over  the  5  years  but  at  a  slower  rate  than  without  the 
added  competition.  The  Mexican  tariff  rate  quota  for  poultry  in 
1994  will  be  lower  than  1993  shipments  because  of  their  previous 
high  growth  rates. 

Mr.  DuRBiN.  What  will  be  the  first  noticeable  indication  that  the 
agreement  is  in  place? 

Mr.  Collins.  In  terms  of  physical  indicators,  both  countries  have 
published  the  first  set  of  tariff  reductions  in  their  respective  Offi- 
cial Journals.  Although  official  U.S.  statistical  trade  data  for  Janu- 
ary will  not  be  released  until  March  22,  shipments  of  those  prod- 
ucts which  had  immediate  tariff  reductions  or  eliminations  should 
increase.  Exanrples  of  increased  trade  would  be  U.S.  beef  exports 
to  Mexico  or  winter  vegetables  to  the  United  States.  It  is  possible 
that  as  a  result  of  tariff  rate  quotas  below  1993  import  levels  U.S. 
exports  of  poultry  or  corn  to  Mexico  could  decline  from  last  year's 
level.  It  should  be  noted,  however,  that  factors  other  than  NAFTA 
can  influence  trade,  and  it  may  be  several  months  before  clear 
trends  emerge. 

The  Economic  Research  Service  is  establishing  a  NAFTA  mon- 
itoring task  force.  This  task  force  will  analyze  the  trade  flows  and 
attempt  to  determine  the  factors,  including  NAFTA,  that  explain 
changes  in  trade  flows. 

CARRYOVER  STOCKS 

Mr.  DuRBiN.  As  a  result  of  the  floods  in  the  Midwest,  carryover 
stocks  will  be  down  60  percent  for  corn  and  49  percent  for  soy- 
beans. What  would  be  the  outlook  if  we  had  another  year  like  last 
year  in  terms  of  production? 

Mr.  Collins.  A  second  consecutive  shortfall  in  com  and  soybean 
production  would  cause  farm  prices  to  rise  from  already  high  1993/ 
94  average  levels.  Average  farm  prices  for  com  likely  would  exceed 
$3  per  bushel.  Prices  for  other  feed  grains  would  be  pulled  up,  as 
would  the  wheat  price  because  of  stronger  feed  demand.  Exports 
and  feed  use  of  U.S.  feed  grains  would  be  sharply  curtailed.  Soy- 
bean prices  likely  would  average  above  $7  a  bushel.  Exports  of  soy- 
beans and  soybean  meal  would  decline  and  domestic  crush  would 
decline. 

Higher  feed  prices  would  extend  the  period  of  low  returns  or 
losses  to  livestock  producers.  This  would  cause  further  liquidation 
in  the  hog  sector,  result  in  little  or  no  growth  in  poultry  sectors, 
and  could  initiate  a  liquidation  in  cattle  herds. 

WHEAT  STOCKS 

Mr.  DURBIN.  What  is  the  outlook  in  calendar  year  1994  and  1995 
for  U.S.  wheat  stocks  and  prices? 

Mr.  Collins.  U.S.  wheat  stocks  in  1994  are  about  10  percent 
larger  than  1993  and  the  highest  since  1991.  Although  stocks  are 
larger  in  1994  and  are  expected  to  remain  steady  through  1995, 
they  are  not  at  burdensome  levels.  Relative  to  use,  stocks  in  1994 
and  1995  are  expected  to  be  slightly  less  than  the  average  stocks- 
to-use  ratio  for  the  1989-93  crop  years. 

On  an  annual  average  basis,  the  farm  price  for  wheat  is  expected 
to  be  steady  at  around  $3.10-$3.20  a  bushel  in  1994  and  1995.  This 
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projection  is  conditional  on  wheat  yields  being  normal  in  1994  and 
1995  and  no  shocks  in  export  demand  for  U.S.  wheat. 

Mr.  DURBIN.  What  is  the  outlook  for  world  wheat  stocks? 

Mr.  Collins.  World  wheat  stocks  have  risen  in  the  last  2  years 
after  falling  sharply  in  1991/92.  Production  increases  in  the  United 
States  and  Australia  coupled  with  stagnant  or  declining  world 
wheat  consumption  have  boosted  stocks.  Ending  stocks  for  1993/94 
are  expected  to  total  143  million  tons,  slightly  above  1992/93  but 
nearly  15  million  tons  above  1991/92. 

Mr.  DURBIN.  What  are  your  projections  for  carryover  U.S.  stocks 
for  1994  and  1995?  Please  indicate  what  portions  are  committed. 

Mr.  Collins.  U.S.  wheat  carryover  stocks  on  June  1,  1994  are 
forecast  at  588  million  bushels,  up  from  529  million  in  1993.  Of  the 
588  million  bushels  in  carryover  stocks,  26  percent  is  committed  as 
150  million  bushels  are  expected  to  be  in  CCC  inventory  and  5  mil- 
lion in  the  farmer-owned  reserve.  Carryover  on  June  1,  1995  could 
be  slightly  higher,  around  600  million  bushels.  The  CCC  inventory 
is  projected  at  150  million  bushels,  25  percent  of  carryover  stocks. 

Mr.  DURBIN.  What  are  your  projections  for  world  wheat  stocks? 

Mr.  Collins.  World  wheat  carryover  stocks  for  1993/94  are  pro- 
jected at  143  million  tons,  compared  with  142  million  for  1992/93 
and  129  million  for  1991/92.  The  projected  U.S.  1993/94  carryover 
would  account  for  11  percent  of  world  stocks,  compared  with  10 
percent  for  the  previous  two  seasons. 

CORN  STOCKS 

Mr.  DuRBiN.  Please  discuss  the  outlook  in  calendar  year  1994 
and  1995  for  com  stocks,  both  U.S.  and  worldwide. 

Mr.  Collins.  World  and  U.S.  corn  stocks  are  expected  to  decline 
sharply  in  calendar  year  1994.  In  calendar  year  1995,  following  an 
expected  recovery  in  U.S.  1994  com  production,  U.S.  and  world 
stocks  should  increase,  but  recover  less  than  half  of  the  decline  ex- 
perienced in  1994. 

Com  production  in  1993  was  reduced  by  the  1993  flood  in  the 
Midwest.  With  lower  supplies,  U.S.  com  stocks  in  calendar  year 
1994  will  remain  below  those  in  1993  until  after  the  1994  harvest. 
Ending  1993/94  U.S.  com  stocks  are  forecast  at  777  million  bush- 
els, compared  to  2.1  billion  a  year  earlier.  The  outlook  for  world 
corn  stocks  in  1994  is  expected  to  reflect  the  changes  in  U.S. 
stocks.  Beginning  1993/94  world  stocks  are  estimated  at  101.4  mil- 
lion tons.  By  the  end  of  1993/94,  world  com  stocks  are  forecast  to 
drop  to  66.3  million  tons.  Of  the  35-million-ton  decline,  34  million 
are  attributed  to  lower  U.S.  stocks. 

Barring  production  shortfalls  in  the  United  States  or  other  major 
corn-producing  countries,  U.S.  and  world  com  stocks  are  expected 
to  rise  in  calendar  year  1995.  Ending  U.S.  com  stocks  for  1994/95 
are  expected  to  reach  about  1.3  billion  bushels,  up  about  500  mil- 
lion bushels — or  13  million  tons — ^from  a  year  earlier.  Assuming 
normal  weather  in  the  rest  of  the  world  in  1994/95,  changes  in 
world  stocks  are  expected  to  mirror  changes  in  U.S.  stocks. 

FOREIGN  ownership  OF  FARMLAND 

Mr.  DURBIN.  Would  you  please  provide  for  the  record  the  table 
showing  the  foreign  ownership  of  U.S.  farmland  for  fiscal  years 
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1984  through  1994  and  describe  the  foreign  interests  that  have 
purchased  this  land? 

Mr.  Collins.  I  will  provide  a  table  for  the  record  that  shows  for- 
eign ownership  of  U.S.  agricultural  land  (farm  and  forest  land)  for 
calendar  years  1983  through  1993.  Data  for  1994  will  not  be  avail- 
able until  1995.  Over  the  time  period  shown,  foreign  ownership  has 
represented  approximately  1  percent  of  the  1.3  billion  acres  of  pri- 
vately owned  agricultural  land  in  the  United  States. 

[The  information  follows:] 


FOREIGN  OWNERSHIP  OF  U.S.  AGRICULTURAL  LAND. 

[In  million  of  acres] 

1983 

1984 

1985             1986             1987             1988             1989             1990             1991 

1992 

1993 

13.7 

14.0 

12.0           12.4           12.5           12.5           12.9           14.4           14.8 

14.5 

14.6 

As  of  December  31,  1993,  foreign  persons  from  Canada,  the  Unit- 
ed Kingdom,  Germany,  France,  Switzerland,  the  Netherlands  Antil- 
les, and  Mexico  accounted  for  72  percent  of  the  foreign-held  acre- 
age. Foreign  persons  from  Japan  held  3  percent  or  roughly  482,000 
acres  of  the  foreign-owned  agricultural  land. 

Corporations  owned  71  percent  of  the  acreage;  partnerships,  21 
percent;  and  individuals,  6  percent.  The  remaining  2  percent  was 
held  by  estates,  trusts,  associations,  institutions,  and  others.  Unit- 
ed States  corporations,  in  which  foreign  persons  have  a  significant 
interest  or  substantial  control,  owned  53  percent  of  all  foreign-held 
acreage.  The  remaining  47  percent  was  held  by  foreign  persons  not 
affiliated  with  a  U.S.  corporation. 

Forest  land  accounted  for  48  percent  of  all  foreign-owned  acre- 
age, cropland  from  17  percent,  pasture  and  other  agricultural  land 
for  32  percent,  and  agricultural  land  not  used  for  agricultural  pur- 
poses for  the  remaining  3  percent. 

Foreigners  do  not  appear  to  be  taking  purchased  agricultural 
land  out  of  production.  No  change  in  intended  use  at  the  time  of 
filing  was  reported  for  94  percent  of  the  acreage. 

LAND  VALUES 

Mr.  DURBIN.  Please  discuss  what  has  happened  in  farmland  val- 
ues over  the  past  decade,  by  region,  and  what  is  the  outlook 
through  the  end  of  fiscal  year  1995? 

Mr.  Collins.  Estimates  of  farmland  values  for  calendar  year 
1993  will  be  released  the  first  week  of  May.  We  expect  the  January 
1,  1994,  average  value — nominal — of  U.S.  farm  real  estate  to  range 
from  $715  to  $730  per  acre.  This  is  about  2  to  4  percent  above  the 
$700  per  acre  reported  for  January  1,  1993.  ERS  analysts  forecast 
values  to  increase  by  as  much  as  4  percent  during  1994. 

I  will  submit  a  table  of  farm  real  estate  values  by  region  starting 
in  1983.  The  nominal  value  of  U.S.  farm  real  estate  declined  during 
the  mid-1980's,  but  has  increased  every  year  since  the  1987  low  of 
$599  per  acre.  The  strongest  recovery  occurred  in  1988  and  1989, 
when  farm  real  estate  values  increased  5  percent  per  year. 

There  is  considerable  variation  in  the  recovery  patterns  among 
regions.  While  the  principal  agricultural  regions,  the  Corn  Belt, 
Lake  States,  and  Northern  Plains  had  the  largest  declines  in  farm- 
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land  values  during  the  mid-1980's,  these  regions  have  also  shown 
the  strongest  recovery  since  1987.  Values  in  the  Northeast,  Appa- 
lachia,  and  Southeast  were  more  stable  in  the  1980's.  Demand  for 
farmland  for  nonagricultural  uses  helped  support  farm  real  estate 
values  in  these  areas. 
[The  information  follows:] 
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VIETNAM 


Mr.  DURBIN.  What  implications  does  the  opening  of  markets  in 
Vietnam  have  for  U.S.  farmers? 

Mr.  Collins.  Vietnam's  economy  is  on  track  for  continued  eco- 
nomic growth  and  development  in  the  1990's.  The  government  has 
successfully  managed  its  macroeconomy,  reflected  in  a  stable  cur- 
rency and  an  inflation  rate  of  less  than  10  percent  in  1993.  Viet- 
nam's gross  domestic  product  grew  at  around  8  percent  in  1993. 
Foreign  investment  continues  to  soar,  and  Vietnam  is  a  major  trad- 
ing partner  for  Asian  countries.  Vietnam  has  a  population  of  70 
million,  the  fourth  most  populated  country  in  Southeast/East  Asia, 
after  China,  Indonesia  and  Japan. 

Vietnam  is  the  world's  third  largest  rice  exporter,  after  Thailand 
and  the  United  States.  At  this  time,  the  U.S.  and  Vietnam  target 
different  export  markets  for  rice,  with  Vietnam  playing  the  role  of 
a  low-cost,  low  to  medium  quality  exporter.  It  is  unlikely  that  lift- 
ing the  embargo  will  have  any  significant  impact  in  increasing 
Vietnam's  market  share  in  the  world  rice  market.  Increased  im- 
ports of  processing  equipment — i.e.,  rice  milling  equipment — may 
help  Vietnam  to  increase  its  share  of  high  quality  rice  exports  in 
the  future.  Even  so,  Vietnam  may  not  hold  a  competitive  edge  over 
low-cost/high  quality  producers,  such  as  Thailand. 

The  United  States  is  likely  to  see  Vietnam  as  a  new  market  for 
wheat-based  products  and  feed  grains.  Vietnam  does  not  produce 
wheat  or  large  quantities  of  corn  and  soybeans.  Vietnamese  con- 
sumers already  have  a  preference  for  wheat-based  products,  and 
with  the  rise  in  tourism,  hotels,  and  fast  food  outlets,  wheat  con- 
sumption is  likely  to  increase  rapidly — as  seen  in  the  Philippines, 
for  example.  Vietnam  currently  imports  400,000  metric  tons  of 
wheat  flour  and  under  100,000  tons  of  wheat.  The  U.S.  Wheat  As- 
sociates expects  Vietnam  to  import  up  to  one  million  metric  tons 
of  wheat  in  about  5  years.  In  the  short-run,  Vietnam  will  import 
mostly  wheat  flour  since  it  is  constrained  by  limited  milling  capac- 
ity with  only  one  flour  mill.  Vietnam  now  purchases  its  wheat  flour 
from  the  EU,  China,  Japan,  Australia,  and  Singapore.  In  the  long- 
run,  U.S.  market  development  efforts  could  benefit  U.S.  farmers' 
wheat  exports  to  Vietnam. 

Livestock  production  has  increased  fairly  rapidly  in  Vietnam  in 
the  past  five  years,  and  is  an  important  income  generating  activity 
in  the  rural  economy.  Over  the  longer  term,  Vietnam  is  likely  to 
follow  Thailand's  successful  strategy  of  increasing  poultry  produc- 
tion for  domestic  and  export  markets.  If  livestock  and  poultry  pro- 
duction grow  as  quickly  as  in  other  southeast  Asian  countries  (8 
percent),  Vietnam's  com  production  will  not  be  able  to  meet  in- 
creased feed  demand  and  U.S.  farmers  may  benefit  from  increased 
feed  imports  by  Vietnam.  Furthermore,  efforts  to  boost  pork  pro- 
duction levels  to  meet  increased  domestic  demand  may  lead  to  di- 
rect imports  of  breeder  pigs  from  the  United  States. 

Vietnam  is  not  a  member  of  GATT,  but  significant  trade  reform 
was  implemented  in  1989,  reducing  quotas  on  imports  and  exports. 
The  import  tariff  for  wheat  flour  and  cereals  ranges  from  5  to  7 
percent.  Other  livestock  products,  and  fruits  and  vegetables  face 
tariff  rates  ranging  from  10  to  40  percent. 
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AGRICULTURAL  INDUSTRY 

Mr.  DURBIN.  What  portion  of  the  U.S.  Food  and  Fiber  System  is 
accounted  for  by  farming,  and  what  are  the  other  major  compo- 
nents? 

Mr.  Collins.  Farming  is  a  small  part  of  all  the  economic  activity 
generated  within  the  total  food  and  fiber  system.  When  measured 
in  terms  of  value-added  or  GDP,  the  farm  sector  contributed  $67.0 
billion  to  an  estimated  $950.2  billion  generated  by  the  entire  food 
and  fiber  system  in  1992.  This  was  7.1  percent  of  all  food  and  fiber 
value-added. 

As  in  the  general  economy,  the  importance  of  components  of  the 
food  and  fiber  system  has  shifted.  The  service  sector's  share  of 
value-added  has  increased  from  1982  to  1992,  from  22.8  percent  to 
28.7  percent.  Manufacturing,  on  the  other  hand,  has  declined  from 
17  percent  to  14  percent.  Transportation,  trade  and  retailing  has 
remained  virtually  steady  with  30  percent  of  the  total  in  1982  com- 
pared to  29  percent  in  1992. 

BALANCE  OF  PAYMENTS 

Mr.  DURBIN.  Please  provide  for  the  record  a  history  of  the  role 
of  agriculture  compared  to  other  sectors  of  the  economy  as  it  re- 
lates to  our  balance  of  trade. 

Mr.  Collins.  The  U.S.  agricultural  balance  of  trade  has  been 
positive  very  year  since  1959.  In  Fiscal  1993  the  United  States  ex- 
ported agricultural  products  worth  $42.5  billion  and  imported  agri- 
cultural products  worth  $24.5  billion.  This  $18.0  billion  positive  ag- 
ricultural balance  of  trade  compares  to  a  negative  $126.0  billion 
balance  of  trade  for  all  merchandise.  In  general,  the  pattern  for 
U.S.  merchandise  trade  is  for  the  positive  balance  of  trade  for  agri- 
cultural products,  industrial  supplies  and  materials — particularly 
nondurables,  and  non-auto  capital  goods — particularly  aircraft  and 
computers — to  be  offset  by  the  negative  balance  of  trade  for  petro- 
leum, autos,  and  consumer  goods. 

EUROPEAN  COMMUNITY  SUBSIDIES 

Mr.  DURBIN.  How  much  has  the  European  Community  spent  on 
agricultural  subsidies  each  year  for  the  last  five  years,  expressed 
in  U.S.  dollars,  and  what  is  the  estimate  for  calendar  years  1994 
and  1995? 

Mr.  Collins.  The  European  Union  spent  a  record  34.6  biUion 
ECU — $38.4  billion — in  1993  on  agricultural  price  and  income  sup- 
port. Since  1989,  spending  has  increased  by  a  third  in  ECU  terms 
from  25.873  billion  ECU— $28.7  billion. 

I  will  submit  a  table  for  the  record  that  shows  agricultural 
spending  since  1984. 

[The  information  follows:] 

EU  SPENDING  ON  AGRICULTURAL  PRICE  AND  INCOME  SUPPORT  i 

Billion  ECU      r^eVs^per      Billion  dol- 
ECU)  '^'^ 

1984  18.347     0.789    14.476 

1985  19.744     0.763    15.065 
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EU  SPENDING  ON  AGRICULTURAL  PRICE  AND  INCOME  SUPPORT  i— Continued 


Billion  ECU      rKTer      «""°"  •""- 


ECU) 


lars 


1986  22.138  0.984  21.784 

1987  22.968  1.154  26.505 

1988  27.687  1.184  32.781 

1989  25.873  1.102  28.512 

1990  26.454  1.273  33.290 

1991  32  390  1.241  40.196 

1992  32.032  1.282  41.065 

1993  34.577  1.150  39.764 

1994  2  36.465  1.1 10  40.476 

■Guarantee  Section  ot  ttie  European  Agricultural  Guidance  and  Guarantee  Fund   Structural  spending  under  ttie  Guidance  Section  not  in- 
cluded. 
2  Appropriations  for  1994.  Exchange  rate  is  a  February  daily  rate. 

Source;  EC  Commission. 

The  EU  has  appropriated  36.465  billion  ECU— $40.5  billion— for  1994,  which  is 
the  statutory  limit  on  agricultural  spending.  The  latest  EU  projection  shows  1994 
Common  Agricultural  Policy  spending  exceeding  the  guideline  at  36.664  billion 
ECU — $40.7  billion.  The  main  reasons  for  the  higher  spending  are  scheduled  in- 
creases in  compensation  payments,  monetary  instability,  and  the  expansion  of  the 
EU's  environmental  and  early  retirement  programs. 

For  1995,  the  provisional  estimate  for  the  spending  guideline  is  37  billion  ECU — 
$41.1  billion.  The  1995  budget  will  include  scheduled  increase  in  CAP  Reform  com- 
pensation payments  for  a  number  of  commodities. 

Mr.  DURBIN.  Would  you  please  describe  what  these  subsidies  are 
and  how  they  are  used  by  the  EC? 

Mr.  Collins.  The  European  Union's — EU — Common  Agricultural 
Policy — CAP — provides  support  to  the  agricultural  sector  through 
price  support,  market  intervention,  direct  payments,  export  sub- 
sidies, consumption  subsidies,  and  structural  assistance.  Support  is 
paid  for  by  consumers,  the  EU  budget,  and  national  budgets. 

Price  support  under  the  CAP  is  provided  through  EU  support 
prices  set  above  world  price  levels  and  maintained  by  high  protec- 
tion against  imported  products.  The  greater  part  of  the  cost  of  EU 
price  support  for  agricultural  commodities  is  bom  by  consumers, 
and  therefore  not  reflected  in  budgetary  figures.  Transfers  from  EU 
consumers  to  the  agriculture  sector  were  estimated  by  the  OECD 
at  69.3  billion  ECU— $88.8  billion— in  1992,  more  than  three  times 
that  for  the  United  States.  Market  intervention,  chiefly  bu3dng  and 
storing  commodities  in  public  intervention  stocks,  is  a  direct  EU 
expenditure  The  EU  allocated  over  5  billion  ECU — 5.6  billion — to 
cover  the  costs  of  intervention  and  public  storage  in  1993,  about  15 
percent  of  the  CAP  budget. 

In  1993,  the  EU  appropriated  11.5  billion  ECU— $12.8  biUion— 
for  direct  payments  to  producers.  Direct  payments,  which  rep- 
resented one-third  of  the  EU  budget  in  1993,  will  become  more  im- 
portant under  CAP  Reform,  which  provides  direct  payments  in  re- 
turn for  lower  support  prices.  Direct  pajrments  include  set-aside 
pa3rments — all  land  in  set-aside  programs  receives  compensation; 
payments  for  area  planted  to  cereals,  oilseeds,  and  protein  crops — 
not  fully  reflected  in  the  1993  budget;  per-head  payments  in  the 
beef  and  sheep  sectors;  production  aids  for  durum  wheat,  olive  oil, 
rice,  tobacco,  certain  fruits  and  vegetables,  potato  starch,  flax  seed, 
hemp,  silkworms,  honey,  and  dried  fodder;  and  distillation  of  wine 
into  ethyl  alcohol. 
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Export  subsidies  account  for  10  billion  ECU — $11.1  billion — per 
year,  or  30  percent  of  the  1993  CAP  budget.  Export  subsidies  are 
necessary  to  enable  the  EU  to  dispose  of  its  surplus  production  on 
world  markets  because  EU  prices  are  above  world  market  levels. 
The  share  of  export  subsidies  in  the  EU  budget  should  decline  as 
implementation  of  the  GATT  Agreement  restricts  subsidized  ex- 
ports. 

Consumption  subsidies  amounted  to  2.4  billion  ECU — $2.7  bil- 
lion— in  1993,  7  percent  of  the  EU  budget.  Consumption  subsidies 
under  the  CAP  include  aid  for  usage  of  skim  milk  and  skim  milk 
powder  in  casein  and  calf  feed;  consumption  aid  for  olive  oil;  and 
aid  to  encouragfe  the  use  of  sugar  in  the  chemical  industry.  There 
are  also  direct  consumer  subsidies  such  as  the  school  milk  program 
and  providing  dairy  products  for  disadvantaged  persons. 

The  EU  provides  structural  assistance  through  the  CAP  budget. 
In  1993,  the  EU  contribution  to  these  programs  was  3  billion 
ECU — $3.33  billion.  EU  member  state  governments  also  contribute 
to  operations  through  a  co-financing  system.  Total  support  to  agri- 
culture by  EU  member  states — mostly  insurance  £uid  pension  pro- 
grams— is  estimated  at  about  14  billion  ECU — $15.5  billion — per 
year. 

EC  ARTIFICIAL  TRADE  BARRIER 

Mr.  DURBIN.  What  artificial  trade  barriers  are  in  use  by  the  EC? 

Mr.  Collins.  The  European  Union  relies  upon  a  variety  of  non- 
tariff  trade  barriers,  including  variable  levies,  preferential  trade 
agreements  and  import  quotas,  and  sanitary  and  phytosanitary  re- 
strictions, to  protect  its  agricultural  sector.  While  the  EU  justifies 
many  of  these  measures  on  social,  economic,  or  health  grounds, 
they  are  in  fact,  artificial  barriers  to  trade. 

Variable  levies,  the  most  common  form  of  import  protection  used 
by  the  EU,  applies  to  grains,  sugar,  dairy  products,  beef,  poultry, 
eggs,  pork,  and  processed  products  made  from  these  products.  The 
variable  levy  is  calculated  differently  for  each  commodity  and  it  in- 
sures that  the  imported  commodity  cannot  be  sold  at  a  price  below 
the  EU  support  level. 

The  EU  operates  a  number  of  preferential  trade  agreements 
which  give  preferential  treatment  to  imports  of  some  agricultural 
products.  The  EU  participates  in  the  Generalized  System  of  Pref- 
erences, which  benefits  virtually  all  developing  countries.  In  addi- 
tion, the  Lome  Convention  provides  EU  trade  concessions  and  de- 
velopment aid  to  African,  Caribbean,  and  Pacific  nations  with  tra- 
ditional ties  to  the  EU.  Lome  grants  specific  concessions  on  sugar, 
beef,  rice,  com,  some  fruits  and  vegetables  and  tobacco.  The  EU's 
Global  Mediterranean  Policy  grants  concessions  on  imports  of  some 
agricultural  products — including  fresh  fruit  and  vegetables,  citrus 
fruit,  wine,  olive  oil,  and  canned  sardines — to  non-EU  Mediterra- 
nean states.  The  EU  has  also  concluded  agreements  with  the  Czech 
and  Slovak  Republics,  Poland,  and  Hungary — 1991 — and  with  Bul- 
garia and  Romania — 1993,  which  included  limited  trade  conces- 
sions for  a  range  of  agricultural  products,  including  reduced  tariff- 
quotas  for  wheat,  beef,  pork,  poultry,  and  dairy  products. 

The  EU  has  imposed  trade  restrictions  on  beef,  pork,  and  horse- 
meat  based  on  sanitary  standards.  It  is  considering  imposing  re- 
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strictions  on  dairy  product  imports.  The  United  States  objects  to 
these  restrictions  because  they  are  not  based  on  science  and  unnec- 
essarily restrict  trade. 

In  1989,  the  EU  banned  the  import  of  meat  from  animals  treated 
with  grov/th-promoting  hormones,  severely  affecting  U.S.  exports  of 
beef  to  the  EU.  To  date,  the  U.S.-EU  Task  Force,  established  to 
reach  a  solution,  has  failed  to  resolve  the  conflict.  U.S.  exports  of 
beef  and  pork  have  been  hindered  by  the  EU's  Third  Country  Meat 
Directive.  Exports  were  banned  for  several  months  in  early  1991, 
when  all  U.S.  slaughterhouses  were  removed  from  the  list  of  plants 
approved  to  ship  meat  to  the  EU.  In  November  1992,  the  U.S.  and 
the  EU  reached  an  agreement  on  standards  for  slaughterhouse  in- 
spection. The  United  States  and  the  EU  are  in  the  process  of  nego- 
tiating standards  of  equivalency  for  inspections. 

The  EU  has  extended  its  moratorium  on  bovine  somatotropin- 
BST,  a  hormone  which  can  increase  milk  production,  until  Decem- 
ber 31,  1994.  BST  was  developed  by  U.S.  firms  and  approved  by 
the  U.S.  Food  and  Drug  Administration  on  November  5,  1993.  The 
ban  was  first  enacted  in  1989  due  to  its  potential  socio-economic 
impacts  on  dairy-farming.  EU  Agriculture  Commissioner,  Rene 
Steichen,  has  indicated  that  the  moratorium  could  also  cover  dairy 
products. 

Mr.  DURBIN.  How  will  the  European  Community's  artificial  trade 
barriers  be  altered  by  the  GATT  Agreement? 

Mr.  Collins.  The  GATT  Agreement  requires  the  European 
Union  to  replace  its  non-tariff  barriers,  including  the  variable  levy 
system  and  minimum  import  prices,  with  tariffs.  These  tariffs  are 
to  be  bound — meaning  that  the  EU  cannot  apply  a  tariff  higher 
than  that  contained  in  its  schedule  of  commitments — and  will  be 
subject  to  multilateral  negotiations  for  their  reduction  in  the  Uru- 
guay Round  and  in  subsequent  Rounds.  The  EU  has  already  agreed 
to  tariff"  reductions  as  part  of  the  Uruguay  Round.  For  most  agri- 
cultural products,  the  reduction  is  20  percent.  For  some  tropical 
products  with  existing  low  duties,  tariffs  have  been  eliminated.  A 
number  of  agricultural  tariffs  have  been  cut  by  36  percent,  and  oth- 
ers by  50  percent.  The  EU  agreed  to  tariff"  cuts  between  36  and  100 
percent  on  a  number  of  items  of  interest  to  the  United  States,  in- 
cluding processed  turkey,  cheddar  cheese,  almonds,  walnuts, 
grapes,  apples,  potato  chips,  and  beef  and  swine  livers.  Most  of  the 
preferential  access  agreements  signed  by  the  EU  are  expected  to 
continue  after  the  year  2000. 

The  EU  has  also  agreed  to  guarantee  current  access  for  a  num- 
ber of  products,  and  to  open  minimum  access  tariff  rate  quotas  for 
products  they  currently  import  very  little  of.  For  example,  the  EU 
will  maintain  its  high  quality  beef  quota  for  the  United  States  and 
Canada,  and  will  open  minimum  access  quotas  for  Argentina  and 
Uruguay.  The  EU  will  continue  to  import  2  million  tons  of  corn  and 
300,000  tons  of  sorghum  into  Spain,  and  will  open  a  new  quota  for 
500,000  tons  of  com  into  Portugal.  The  EU  will  provide  minimum 
access  opportunities  for  75,000  tons  of  pork.  The  United  States  in 
particular  is  expected  to  benefit  from  a  tariff  rate  quota  of  39,000 
tons  for  tenderloins,  boneless  loins,  and  boneless  hams,  and  the 
creation  of  a  5,000  ton  mozzarella  cheese  quota. 
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The  provisions  of  the  GATT  Agreement  also  require  countries  to 
base  their  sanitary  and  phjrtosanitary  measures  on  science.  Some 
EU  measures  that  have  restricted  U.S.  exports,  including  the  ban 
on  imports  of  hormone  treated  meat  and  the  Third  Country  Meat 
Directive,  are  not  based  on  science.  The  United  States  will  be  able 
to  challenge  such  measures  under  the  GATT's  dispute  settlement 
procedures. 

SUNFLOWERSEED  OIL 

Mr.  DURBIN.  What  is  the  current  outlook  for  world  trade  in 
sunflowerseed  oil,  and  what  is  the  U.S.  outlook? 

Mr.  Collins.  World  trade  in  sunflowerseed  oil  in  1993/94,  fore- 
cast at  2.14  million  tons,  is  the  lowest  since  1986.  This  is  due  to 
lower  global  production,  particularly  in  Argentina  and  the  United 
States  as  well  as  the  European  Union,  the  three  major  exporters. 
The  United  States  accounts  for  less  than  10  percent  of  world  ex- 
ports while  Argentina  supplies  about  45  percent  of  world  import 
demand. 

Low  beginning  stocks  in  the  world  in  1993/94,  combined  with  the 
decline  in  output,  is  raising  sunflowerseed  and  sunflowerseed  oil 
prices  and  constraining  consumption  and  import  demand.  Global 
sunflowerseed  production  is  expected  to  increase  slightly  in  1994/ 
95.  However,  beginning  stocks  are  forecast  to  be  the  lowest  since 
1984,  contributing  to  continued  tight  supplies  and  relatively  high 
prices  again  next  season. 

U.S.  sunflowerseed  oil  exports  are  forecast  to  decline  by  7  per- 
cent in  1993/94  due  to  slightly  lower  domestic  production  and  high 
U.S.  prices.  Generally  tight  vegetable  oil  supplies  and  the  weather- 
reduced  1993  soybean  crop  have  raised  prices  for  all  vegetable  oils. 
Higher  forecast  U.S.  sunflowerseed  production  in  1994/95  should 
generate  increased  supplies  of  sunflowerseed  oil  for  domestic  con- 
sumption and  export.  While  the  world  trade  outlook  for  1994/95  im- 
plies slightly  higher  import  demand,  the  outlook  for  U.S.  exports  in 
1994/95  is  uncertain  due  to  the  Administration's  proposal  to  reduce 
the  1995  Federal  budget  deficit  by  terminating  funding  for  the 
Sunflowerseed  Oil  Assistance  Program.  Since  1985,  sunflowerseed 
oil  exports  have  averaged  75  percent  of  total  production.  In  fiscal 
1992  and  1993,  over  80  percent  of  U.S.  sunflowerseed  oil  exports 
received  SOAP  bonuses.  While  elimination  of  the  SOAP  implies 
lower  exports  of  sunflowerseed  oil,  offsetting  export  subsidies  could 
be  made  available  for  sunflowerseed  oil  under  the  Export  Enhance- 
ment Program. 

COTTONSEED  OIL 

Mr.  DURBIN.  What  is  the  current  outlook  for  world  trade  in  cot- 
tonseed oil,  and  what  is  the  U.S.  outlook? 

Mr.  Collins.  Cottonseed  oil  plays  a  minor  role  in  world  vegeta- 
ble oil  trade,  accounting  for  less  than  2  percent  of  global  trade  in 
1992/93.  The  United  States  leads  the  world  market,  averaging  22 
percent  of  world  trade.  Principal  competitors  are  Argentina  and 
Brazil.  Two  years  of  short  crops  in  major  producing  countries — 
China,  India,  and  the  United  States — induced  a  tight  market  for 
cottonseed  oil  in  1993/94.  High  prices  have  reduced  1993/94  world 
demand  an  expected  20  percent  from  1991/92.  The  outlook  for  1994/ 
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95  is  to  return  to  more  normal  production  patterns  and  slightly 
lower  prices.  Beginning  stocks  in  1994/95  are  projected  to  be  ex- 
tremely low  and  will  limit  price  declines. 

While  U.S.  exports  of  cottonseed  oil  constitute  a  major  share  of 
world  trade,  exports  are  less  important  to  the  domestic  industry, 
accounting  for  only  15  percent  of  total  U.S.  production  in  1992/93. 
Within  the  context  of  the  cotton  industry,  of  which  cottonseed  oil 
is  a  byproduct,  the  importance  of  cottonseed  oil  as  a  percent  of  total 
value  of  production  is  even  smaller.  In  1993/94,  high  domestic  cot- 
tonseed oil  prices  and  short  supplies  are  projected  to  reduce  U.S. 
exports  to  68,000  tons,  almost  half  of  1991/92  exports. 

The  outlook  for  U.S.  exports  in  1994/95  is  uncertain  due  to  the 
Administration's  proposal  to  reduce  the  1995  Federal  budget  deficit 
by  terminating  funding  for  the  Cottonseed  Oil  Assistance  Program 
COAP.  In  fiscal  1991  and  1992,  about  half  of  U.S.  cottonseed  oil  ex- 
ports were  assisted  by  COAP.  Cottonseed  oil  is  eligible  for  export 
subsidies  under  the  Export  Enhancement  Program,  which  could 
compensate  for  the  elimination  of  COAP. 

Cottonseed  production  is  forecast  to  be  higher  in  1994/95,  which 
should  result  in  increased  supplies  of  cottonseed  oil  for  domestic 
consumption  and  export.  Exports  would  drop  if  COAP  is  eliminated 
and  if  no  cottonseed  oil  is  sold  under  the  EEP.  Higher  domestic 
production  in  1994/95,  combined  with  a  drop  in  exports,  would  con- 
tribute to  lower  domestic  cottonseed  oil  prices.  These  lower  prices 
would  induce  sufficiently  higher  domestic  consumption  to  absorb 
any  losses  in  the  export  market  due  to  the  elimination  of  the 
COAP.  The  increased  availability  of  U.S.  cottonseed  oil  is  also  ex- 
pected to  reduce  imports  to  less  than  10,000  tons  for  1994/95  down 
from  13,000  tons  in  1993/94. 

farmer's  share  of  the  food  dollar 

Mr.  DURBIN.  Please  provide  for  the  record  the  latest  figures 
showing  the  farmer's  share  of  the  food  dollar  for  selected  years 
since  1950. 

Mr.  Collins.  I  will  submit  a  table  for  the  record  showing  the 
farmer's  share  of  the  food  dollar. 

[The  information  follows:] 

MARKETING  BILL  AND  FARM  VALUE  COMPONENTS  OF  CONSUMER  EXPENDITURES  FOR 

DOMESTICALLY  PRODUCED  FOODS 
[Dollars  in  billions] 


Farm  value  share 
penditures  -— "s  "■"  .o,,,,  .<,,„.  "' "^e^cgn'y^' 


Year  ^nSnrpt"'  Marketing  bill  Farm  value  of  expenditures 


1950 
1955 
1960 
1965 
1970 
1975 
1980 
1981 
1982 
1983 
1984 
1985 


44.0 

26.0 

18.0 

41 

53.1 

34.4 

18.7 

35 

66.9 

44.6 

22.3 

33 

81.1 

54.0 

27.1 

33 

110.6 

75.1 

35.5 

32 

167.0 

111.4 

55.6 

33 

264.4 

182.7 

81.7 

31 

287.7 

206.0 

81.7 

28 

298.9 

217.5 

81.4 

27 

315.0 

229.7 

85.3 

27 

332.0 

242.2 

89.8 

27 

345.4 

259.0 

86.4 

25 
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MARKETING  BILL  AND  FARM  VALUE  COMPONENTS  OF  CONSUMER  EXPENDITURES  FOR 
DOMESTICALLY  PRODUCED  FOODS— Continued 

(Dollars  in  billions] 


Year 


Consumer  ex- 
penditures 


Marteting  bill 


Farm  value 


Farm  value  share 

of  expenditures 

(percent) 


1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 


359.6 

270.8 

88.8 

25 

375.5 

285.1 

90.4 

24 

398.8 

301.9 

96.8 

24 

419.4 

3156 

103.8 

25 

449.8 

343.6 

106.2 

24 

465.1 

363.5 

101.6 

22 

474.5 

369.4 

105.1 

22 

491.3 

382.1 

109.2 

22 

INCOME  SPENT  FOR  FOOD 

Mr.  DURBIN.  Please  provide  for  the  record  the  latest  figures 
showing  percent  of  income  spent  for  food  in  the  United  States  and 
other  selected  countries,  including  the  Former  Soviet  Union. 

Mr.  Collins.  I  will  submit  a  table  for  the  record  showing  the 
percent  of  income  spent  for  food  in  the  United  States  and  other 
countries.  People  in  the  United  States  spend,  on  average,  the  least 
amount  of  their  personal  consumption  expenditures  on  food,  as  well 
as  on  the  aggregate  of  food,  beverages,  and  tobacco,  than  people  in 
any  other  country.  In  comparison,  people  in  the  European  Commu- 
nity spend  better  than  fifty  percent  more  of  their  total  personal 
consumption  expenditures  for  food,  beverages,  and  tobacco. 

[The  information  follows:] 

ESTIMATED  EXPENDITURES  ON  FOOD,  BEVERAGES,  AND  TOBACCO  AS  A  PERCENT  OF  TOTAL 
-        PERSONAL  EXPENDITURES,  1993 


Country 


United  States 

Australia  

Austria  

Batiamas 

Belgium 

Canada  

Colombia 

Cyprus  

Denmark 

Ecuador  

Fiji  

Finland 

France  

FSU5  

Germany 

Greece  

Honduras 

Hongkong  

Iceland  

India 

Iran  

Ireland 

Israel 

Italy 


1 

Percent  of  personal  consumption 

expenditure 

Expenditures  (U.S.  dol- 
lars per  person) 

Non-alco- 
liolic  bev- 
erages 

Alcoholic 
beverages 

Tobacco 

Food,  bev- 
erage, and 
tobacco 

Food 

Personal 
consump- 
tion 

Food,  bev- 
erages, and 
tobacco 

6.2 

1.1 

1.1 

1.0 

9.4 

17,498 

1,645 

15.2 

NA 

4.3 

1.8 

21.3 

8,963 

1,908 

16.5 

0.7 

2.1 

2.2 

21.5 

11,668 

2,506 

18.0 

1.9 

0.6 

0.3 

21.8 

591 

127 

15.9 

0.4 

1.2 

1.6 

19.1 

12,268 

2,348 

111.4 

NA 

2.9 

2.2 

16.5 

11,395 

1,875 

28.6 

1.1 

4.0 

1.0 

34.7 

337 

117 

29.3 

2.0 

3.1 

2.8 

37.1 

4,014 

1,490 

15.1 

0.6 

3.4 

2.8 

21.8 

15,090 

3,292 

30.8 

1.2 

2.5 

1.7 

36.9 

189 

70 

25.0 

1.8 

3.2 

2.1 

32.1 

1,067 

342 

17.1 

0.5 

4.1 

2.1 

23.9 

12,854 

3,070 

16.1 

0.5 

2.0 

1.1 

19.7 

14,032 

2,762 

NA 

NA 

NA 

NA 

30.0 

2,329 

2  699 

2  19.7 

NA 

NA 

2.0 

21.7 

11,058 

2,400 

31.9 

1.1 

2.9 

3.5 

39.5 

3,583 

1,416 

41.4 

3.2 

NA 

0.6 

45.2 

706 

319 

16.8 

NA 

1.1 

0.9 

18.8 

6,577 

1,239 

17.3 

2.2 

2.3 

2.0 

23.8 

6,230 

1,483 

51.1 

0.1 

1.0 

2.0 

54.2 

111 

60 

NA 

NA 

NA 

NA 

52.9 

3,158 

1,669 

21.7 

1.5 

11.8 

4.2 

39.3 

6,401 

2,513 

22.8 

2.3 

0.6 

1.5 

26.8 

3,714 

994 

19.4 

0.4 

1.2 

1.6 

22.6 

916 

207 
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ESTIMATED  EXPENDITURES  ON  FOOD,  BEVERAGES,  AND  TOBACCO  AS  A  PERCENT  OF  TOTAL 
PERSONAL  EXPENDITURES,  1993— Continued 

Percent  of  personal  consumption  expenditure  Expenditures  (US.  dol- 
lars  per  person) 

"""""^                               rood           h~:;^r        ^at         Tobacco        [rS.'a'n^d  ^-|       ^^^ 
"^«»          "^""^^ tobacco  ^°",;7P-      "Sco"' 

Jamaica 39.1              1.7             4.5             5.6            51.1  230             118 

Japan  NA               NA               NA               NA            20.7  2.036             422 

Jordan  37.9              1.5               NA              1.9            41.3  807             333 

Korea  NA               NA               NA               NA            39.4  1,831             721 

Luxembourg 12.8             0.7              1.4              6.2            21.1  12.732          2,689 

Malta 29.1              3.6              4.8              3.7             41.2  5,307           2,185 

Mexico  NA               NA               NA               NA            36.8  1,904             701 

Netherlands 13.5              0.5              2.0              1.6             17.3  11,871           2,056 

New  Zealand  12.0             3.4              NA             2.5            18.0  9,211           1,655 

Norway  18.5              1.1              3.1              2.3            25.1  11,808          2,959 

Peru NA               NA               NA               NA            36.0  126               45 

Philippines  52.3              2.4               NA              2.3             57.0  420             240 

Portugal  26.1              0.1               1.4               1.8            29.4  2,374             698 

Puerto  Rico  20.4               NA              3.3               1.7             25.4  5,822           1,479 

Sierra  Leone  NA               NA               NA               NA            65.5  38               25 

Singapore 19.0              1.5              2.3              2.3             25.1  6,329           1,591 

South  Africa  27.1              1.5              5.8              2.4            36.8  973             358 

Spain 17.8              0.4              1.3              1.5            22.3  6,989           1,560 

Sri  Lanka  47.3              0.8              2.2              5.7             56.1  253             142 

Sudan 60.0              0.5               NA              1.0            61.5  278             171 

Sweden 16.4             0.5             3.1              1.8            21.8  10,230          2,235 

Switzerland  19.4            ^7.0               NA               NA            26.3  18,729           4,930 

Thailand  27.1              3.5              4.1              2.2            37.0  822             304 

United  Kingdom  12.2              0.9              7.0              2.6            22.7  9,195           2,084 

Venezuela  42.4              5.2              4.0              2.1             39.3  540             212 

Zimbabwe  13.4              8.3              9.9               NA            31.5  79               25 

NA=Not  available. 

'  Includes  expenditures  for  nonalcoholic  beverages. 

2  Includes  expenditures  for  nonalcoholic  beverages  and  alcoholic  beverages. 

3  Food  that  was  consumed  at  home, 

4  Source  of  the  expenditure  data  is  National  Accounts  Data  Tape  distributed  by  the  United  Nations. 
5FSU=Former  Soviet  Union. 

Mr.  DURBIN.  Thank  you.  Mr.  Skeen? 

AGRICULTURAL  POTENTIAL 

Mr.  Skeen.  Thank  you,  Mr.  Chairman,  and  Keith,  it's  always 
good  to  get  the  rundown  on  this  thing. 

Let  me  extend  this  a  little  bit  further  along  the  same  lines  be- 
cause what  I'm  really  interested  in,  and  I  think  that  you  folks  are 
too  because  you  use  these  common  denominators,  is  agricultural 
potential  in  this  country. 

From  1981  to  1994,  we  lost  about  half  of  our  people  in  agricul- 
tural production. 

Mr.  Collins.  Yes. 

Mr.  Skeen.  We  are  down  to  about  two  percent,  and  I  think  we 

were  around  four  percent  in  1981.  Of  course,  that's  percentiles.  I 
would  like  to  know  how  it  equates  to  the  number  of  farmers  that 
are  full-time  farmers. 

Mr.  Collins.  Full-time. 

LAND  PRODUCTION 

Mr.  Skeen.  Then  measure  that  against  acreage  of  production. 
Mr.  Collins.  Right. 
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Mr.  Skeen.  Some  land  is  more  productive  than  others. 
Mr.  Collins.  Right. 

Mr.  Skeen.  So  I  would  like  you  to  help  me 

Mr.  Collins.  Get  a  picture  of  that. 

labor/land  inputs 

Mr.  Skeen.  To  come  to  some  resolution  and  conclusion  about 
what  kind  of  agricultural  production  potential  there  would  be. 

Mr.  Collins.  Yes.  You  mentioned  two  factors,  a  production  econ- 
omist would  say,  the  labor  inputs  and  the  land  inputs. 

On  the  labor,  it's  true.  We  continue  to  have  a  steady  decline.  In 
fact,  it's  gotten  to  the  point  it's  so  significant  that  you  probably  saw 
that  this  year  the  census  abandoned  their  annual  reporting  of  the 
number  of  people  living  on  farms. 

Mr.  Skeen.  That's  correct. 

Mr.  Collins.  We  don't  even  report  that  anymore. 

Mr.  Skeen.  It  has  been  so  diffused,  nobody  can  get  a  real  feeling 
of  where  we  are. 

Mr.  Collins.  That's  right.  With  the  last  time  that  was  done,  we 
were  under  5  million  Americans  living  on  farms.  I  can't  remember 
what  it  was  in  1980  or  1970,  but  clearly  it's  been  a  fairly  steady 
decline. 

The  number  of  farm  operations  I  think  in  1980  was  about  2.5 
million,  and  so  today  we  are  down  to  about  2.1  million.  The  num- 
bers of  acres  in  farms,  of  course,  continues  to  go  up,  but  not  all  of 
those  acres  are  utilized,  and  that's  your  point,  that  about  ten  per- 
cent of  our  planted  acreage  now  has  been  set  aside  in  some  kind 
of  program  or  another. 

That  reduces  our  production  capacity  from  year  to  year,  but  that 
underlying  capacity  is  still  there.  There  has  been  lots  of  discussion, 
in  fact,  within  the  recent  month  or  two  about  the  ability  of  the 
world  to  feed  itself. 

And  that  underlying  capacity  is  still  there.  We've  got  36.4  million 
acres  essentially  on  the  shelf  in  the  Conservation  Reserve  Program. 
It  doesn't  have  to  stay  on  the  shelf.  I  mean,  if  we  really  needed 
that  land,  it  could  be  planted.  Of  course,  it  would  have  to  meet  con- 
servation compliance  requirements. 

Some  of  it  we  might  never  want  to  bring  back  into  production, 
but  a  good  portion  of  it  could  be  if  it  was  needed. 

Mr.  Skeen.  On  that  one  point,  let  me  interject  here. 

Mr.  Collins.  Right. 

Mr.  Skeen.  And  interrupt  you.  I'm  sorry  about  doing  that. 

Mr.  Collins.  No. 

LAND  production 

Mr.  Skeen.  I  would  have  to  assume  that  most  of  those  that  you 
have  in  the  reserve,  anyway,  are  the  less  productive  acres  anyway, 
to  some  degree. 

If  I  were  a  farmer,  and  you  asked  me  to  take  something  out,  I'm 
going  to  take  the  least  productive  land  out  to  put  it  in  the  con- 
servation reserve. 

Mr.  Collins.  Absolutely. 

Mr.  Skeen.  Because  that's  what  we  wanted  them  to  do  anyway. 

Mr.  Collins.  Uh-huh,  uh-huh. 
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Mr.  Skeen.  Because  it  would  get  rid  of  the  marginal  acreage  pro- 
duction. 

Mr.  Collins.  That's  right. 

Mr.  Skeen.  It  isn't  an  acre  for  acre  transfer. 

Mr.  Collins.  No,  that's  exactly  right.  We  have  conducted  surveys 
of  what  the  yield  is,  the  program  yield.  Well,  we  know  this  from 
our  data,  what  the  program  yield  is  on  the  acreage  basis  that  are 
retired  under  the  CRP. 

My  recollection  is  that  the  program  yield  on  those  acres  has  gen- 
erally been  about  80  percent  of  that  national  average,  so  they  are 
essentially  20  percent  less  productive  than  the  average  farmland. 

So  your  exactly  right  about  that  point. 

Mr.  Skeen.  Well,  in  summary,  what  I'm  really  getting  at  is  there 
are  fewer  people  farming  more  acres  today. 

Mr.  Collins.  Right. 

PRODUCTIVITY 

Mr.  Skeen.  We're  up  a  few  points  I  think  on  the  production  level. 
Is  that  a  fair  summary? 

Mr.  Collins.  Yes,  it  is,  and  I  think  if  you  look  out  to  1994  with 
fewer  acres  and  with  fewer  people,  we  would  expect  our  index  of 
agricultural  production  to  be  close  to  a  record  high  if  we  get  normal 
yields. 

Mr.  Skeen.  That's  correct. 

Mr.  Collins.  So  it  is  the  productivity  of  the  American  farmer 
that  comes  from  research,  science  and  all  the  other  things. 

Mr.  Skeen.  Astounding. 

Mr.  Collins.  Astounding,  yes,  it  is. 

Mr.  Skeen.  It's  a  miracle  of  this  age. 

Mr.  Collins.  People  keep  thinking  it's  going  to  play  out,  it's  not 
going  to  be  there  50  years  from  now,  but  we  keep  finding  whether 
it's  BST  for  cows,  or  the  geno-mapping  we've  just  discovered  for 
livestock.  There's  always  something  new. 

TECHNOLOGY 

Mr.  Skeen.  Technology  has  brought  us  along,  and  I  think  prob- 
ably I  would  have  to  say  that  the  American  agriculture  is  probably 
the  most  technologically  oriented  from  anywhere  in  the  world. 

As  a  matter  of  fact,  we  lend  that  technology  to  almost  everybody 
else.  That's  one  of  the  reasons  why  we've  got  such  great  competi- 
tion going  on  in  the  world,  because  we've  shared  it  with  Pakistan, 
for  one,  with  Mexico  for  another,  and  Russia,  and  some  of  the  rest. 

I  think  it's  a  marvelous  thing,  but  it  is  so  hard  to  comprehend 
because  of  all  the  variables. 

Mr.  Collins.  That's  true. 

interest  RATES 

Mr.  Skeen.  Now,  we're  getting  to  the  point  where  Mr.  Greenspan 
is  saying  well,  we've  got  to  slow  inflation  down  so  we're  going  to 
raise  interest  rates. 

Mr.  Collins.  That's  right. 

Mr.  Skeen.  What  does  that  do  to  this  picture  as  far  as  the  farm 
operators  are  concerned? 
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Mr.  Collins.  Well- 


Mr.  Skeen.  Your  prediction  was  pretty  rosy  and  it  says  well, 
we've  got  a  good  economic  picture. 

Mr.  Collins.  That's  right. 

Mr.  Skeen.  Every  time  we  do  something  for  the  general  economy, 
it  usually  has  an  adverse  effect  on  the  agricultural. 

Mr.  Collins.  Well,  it  has  a  mixed  effect.  If  the  general  economy 
is  strong 

Mr.  Skeen.  Then  it  would  be  a  mixed  blessing. 

Mr.  Collins.  Well,  you  know,  it's  interesting.  I  don't  have  the 
data  in  front  of  me,  but  if  you  were  to  go  back  and  look  at  where 
the  sources  of  demand  growth  was  for  agriculture  over  the  last  15 
years,  you  would  be  amazed  at  how  much  of  it  came  in  the  domes- 
tic market. 

We  often  think  of  the  export  market,  and  the  export  market  is 
certainly  something  we  have  to  focus  on,  because  that  is  the  mar- 
ket of  the  future.  But  over  the  last  10  to  12  years,  we've  had  tre- 
mendous growth  in  our  domestic  market,  and  part  of  that  is  tied 
to  our  own  economic  growth,  so  there  are  good  things  that  happen 
to  farmers  when  demand  is  expanding,  but,  but 

Mr.  Skeen.  They  won't  admit  it.  [Laughter.] 

Mr.  Collins.  Well,  I  will  have  to  do  that  for  them. 

Mr.  Skeen.  Farmers  are  adverse  to  admitting  anything  is  good. 

Mr.  Collins.  But  your  point,  it  is  interesting,  in  my  opening 
comments,  I  went  back  last  night  and  looked  at  what  farmers 
spend  each  year  on  production  costs,  and  if  you  don't  count  depre- 
ciation, it's  about  $120  or  $130  billion  a  year,  and  out  of  that,  about 
$7  billion  of  it  was  just  direct  outlays  for  fuel  and  lubrication. 

And  then  there  was  another  $9  to  $10  billion  on  energy  that  is 
embodied  in  other  things  like  fertilizer  and  pesticides  and  even 
when  you  buy  a  tractor,  there  is  some  embodied  energy  in  that, 
and  interest  expenses  are  about  $11  billion  a  year. 

So  if  you  get  an  interest  rate  increase,  let's  say  interest  rates  go 
up  one  percentage  point  or  something  like  that,  I  mean,  that  could 
translate  into  a  billion  dollars  in  increased  costs  for  farmers. 

So  farmers  have  to  be  sensitive  to  interest  rates. 

Mr.  Skeen.  That's  the  reason  I  asked  the  question,  because  I  un- 
derstand what  we're  trying  to  do  by  managing  the  economic  factors 
in  this  thing,  but  you  always  have  to  relate  it  back  to  what  does 
it  do  to  particular  sectors  of  the  economy. 

DISASTER  ASSISTANCE  IN  THE  MIDWEST 

Mr.  Collins.  Right. 

Mr.  Skeen.  Or  in  agriculture.  The  disaster  assistance  that  was 
given  to  the  midwest,  what  kind  of  effect  has  that  had  on  the  over- 
all farm  picture  as  far  as  income? 

Mr.  Collins.  Well,  it  has  been  a  big  factor.  So  far,  I  think  as  of 
last  week,  we  had  distributed  about  $2  billion,  a  little  over  $1 
billion 

Mr.  Skeen.  In  disaster  assistance. 

Mr.  Collins.  A  little  over  $1  billion  in  disaster  assistance,  and 
about  a  billion  dollars  in  crop  insurance  indemnities.  About  three- 
quarters  of  all  that  goes  to  the  flood-effected  states,  so  this  has 
been  a  help. 
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I  mean,  overall  if  you  look  at  our  CCC  budget  accounts,  we're 
saying  that  for  fiscal  year  1994,  disaster  assistance  payments — and 
this  would  include  crops  and  livestock  nationwide — would  be  about 
$2.6  biUion. 

That's  a  shot  in  the  arm.  When  you  talk  about  a  net  farm  income 
being  somewhere  in  the  $55  to  $60  billion,  another  $2.5  billion,  es- 
pecially being  concentrated  in  one  geographic  area,  is  a  tremendous 
help.  It's  a  tremendous  help.  It  doesn't  make  people  whole  as  we 
know.  Mr.  Durbin  remembers  all  the  number  exercises  that  we 
went  through  last  year  as  to  what  percentage  of  gross  revenue  is 
going  to  be  covered  by  the  different  payment  formulas,  and  for 
many  farmers  it  doesn't  come  close,  particularly  for  non-partici- 
pants that  don't  have  crop  insurance. 

But  for  a  lot  of  the  others,  it  will  be  a  tremendous  help. 

COTTON  PRODUCTION 

Mr.  Skeen.  Let  me  go  back  down.  You  said  rice  has  a  great  out- 
look, some  of  the  grains,  and  we  are  down  in  the  grain  production 
and  so  forth. 

Let's  go  back  to  the  cotton  picture  because  we  have  a  particular 
interest  in  the  southwest  in  that  area,  and  I  don't  want  to  just  be 
parochial  about  the  thing.  I  think  that  you  mentioned  that  some 
of  the  greatest  producers,  and  China  is  probably  the  greatest  pro- 
ducer of  cotton  we've  got  in  the  world  today,  but  the  Russians  were 
great  producers  of  cotton,  but  they  consumed  it  all  in  their  domes- 
tic economy. 

Mr.  Collins.  Yes. 

Mr.  Skeen.  Now  they  are  dumping  it. 

Mr.  Collins.  Yes. 

Mr.  Skeen.  Has  that  not  been  one  of  the  factors  in  holding  the 
cotton  prices  or  damaging  to  the  cotton  structure  as  far  as  market 
was  concerned? 

Mr.  Collins.  Two  very  important  factors,  and  you  mentioned 
both,  are  the  development  of  China  as  a  cotton  producer.  Just  a  few 
years  ago,  they  produced  something  like  26  million  bales  of  cotton 
in  one  year  which  is  absolutely  staggering.  They've  had  stock  levels 
as  high  as  13  or  14  million  bales  in  one  year. 

They've  run  that  program  in  a  very  variable  way  from  year  to 
year,  by  providing  strong  incentives  in  one  year  for  cotton  produc- 
ers, poor  incentives  the  next  year,  and  so  their  production  has  been 
up  and  down  quite  a  bit. 

But  when  they  have  been  in  the  market  as  a  buyer,  it  has  really 
helped  American  cotton  producers  because  they  have  bought  Amer- 
ican cotton.  The  last  few  years  they've  not  been  a  buyer  in  the 
world  market,  and  that's  hurt. 

The  former  Soviet  Union,  of  course,  has  been,  the  dramatic 
change  there  has  been  as  the  USSR  broke  up  and  became  the 
former  Soviet  Union,  their  economy  fell  about  20  percent. 

You  know,  we  think  that  a  no-growth  economy  in  the  United 
States  is  a  disaster.  If  the  economy  turns  negative  in  the  United 
States,  that  is  a  really  serious  recession.  In  the  former  Soviet 
Union,  they  had  minus  20  percent  GNP  growth  two  years  ago. 

This  past  year  it  has  been  probably  minus  ten  percent.  This  year 
we  think  it  might  be  minus  five  to  six  percent.  That  was  before  the 
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changes  in  the  leadership  there,  so  I'm  not  sure  what  we  think 
right  now. 

But  the  result  of  that  tremendous  decline  in  gross  domestic  prod- 
uct in  the  former  Soviet  Union  was  a  shutdown  in  the  textile  in- 
dustry. In  the  former  Soviet  Union,  they  were  consuming  over  9 
million  bales  of  cotton  before  the  break-up  occurred. 

After  the  break-up,  they  fell  to  something  like  6  million  bales  of 
cotton. 

Mr.  Skeen.  Yes. 

Mr.  Collins.  Well,  where  did  that  3  million  bales  of  cotton  go? 
Out  on  to  the  world  market,  so  they  became  the  second  largest  cot- 
ton exporter  in  the  world  behind  us. 

Mr.  Skeen.  They  needed  the  dollars. 

Mr.  Collins.  They  needed  the  dollars. 

Mr.  Skeen.  They  have  also  done  that  in  potash. 

Mr.  Collins.  Well,  now  there  is  a  lot  of  inter-republic  trade  with- 
in the  former  Soviet  Union  now,  and  cotton 

Mr.  Skeen.  So  it  has  beginning  to  develop. 

Mr.  Collins.  It's  beginning  to  develop. 

Mr.  Skeen.  As  far  as  the  domesticated  market. 

Mr.  Collins.  We  can't  really  expect  that  the  textile  mills  in  Rus- 
sia, and  that  was  the  center  of  cotton  consumption,  are  ever  going 
to  be  restored  to  where  they  were.  I  mean,  those  are  antiquated 
textile  mills.  They  are  inefficient. 

As  Russia  invests  and  the  economy  grows,  they  can  restore  some 
of  that  capacity,  but  I  don't  think  it  will,  I  can't  envision  it  getting 
back  to  that  9  to  10  million  bale  level  of  a  few  years  ago. 

Mr.  Skeen.  Well,  are  they  in  the  fabric  market  at  all,  cotton  fab- 
rics? 

Mr.  Collins.  You  mean  in  world  trade? 

Mr.  Skeen.  Yes,  sir. 

Mr.  Collins.  I  don't  know  the  answer  to  that. 

Mr.  Skeen.  That  would  be  interesting  to  know,  how  they  shifted 
it  because  they  were  great  consumers  with  their  own  cotton  prod- 
ucts and  millers.  It  is  clear  they  are  having  to  replace  it  somewhere 
if  they  are  not  producing  it,  and  I  just  wondered  if  they  were  in 
the  market  for  finished  cotton  goods. 

Mr.  Collins.  I  will  check  that  out.  I  honestly  don't  know.  I  don't 
think  they  are  a  dominant  factor.  Certainly  China — 

Mr.  Skeen.  It  may  not  be  a  dominant  factor,  but  it  is  factor. 

Mr.  Collins.  Right. 

Mr.  Skeen.  One  less — and  I  know  I  have  used  up  my  privilege. 

Mr.  Thornton.  No,  sir,  you  go  right  ahead. 

WOOL 

Mr.  Skeen.  All  right.  We  mentioned  the  honey  and  the  wool  and 
mohair  and  the  tobacco  programs,  and  I  know  that  those  are  very 
sensitive  in  our  part  of  the  country. 

Mr.  Collins.  Right. 

Mr.  Skeen.  And  there  is  now  a  great  deal  of  consternation  about 
where  are  we  going  to  go  from  here.  Are  we  going  into  the  cattle 
business?  Some  places  are  suitable  for  doing  that,  and  that  would 
have  a  tremendous  effect  on  the  livestock  market,  and  I  don't  know 
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whether  there  is  going  to  be  ever  any  replacement  of  this  program 
because  the  peculiarities  of  it  and  it's  part  of  the  pricing  structure. 

Let  me  ask  you  what  is  the  outlook  for  this?  You  went  over  it. 
You  said  it  was  dire.  How  dire? 

Mr.  Collins.  Bleak.  Let  me  put  it  in  perspective  by  picking  wool, 
a  commodity  dear  to  your  heart  perhaps. 

Mr.  Skeen.  Yes. 

Mr.  Collins.  The  wool  program  reforms,  as  you  know,  we  have 
this  wool  incentive  payment  which  we've  had  for  many  years.  The 
program 

Mr.  Skeen.  Since  1954. 

Mr.  Collins.  Since  1954,  since  the  National  Wool  Act  of  1954, 
and  the  program  reforms  that  have  been  undertaken  will  knock 
that  payment  rate  down  to  75  percent  of  what  it  would  have  been 
in  1994.  In  1995,  it  goes  to  50  percent  of  what  it  would  have  been, 
and  then  it's  gone. 

Well,  how  important  is  that?  If  you  look  at  a  typical — I'm  going 
to  go  national  average,  not  New  Mexico — but  a  t3^ical  sheep  oper- 
ation, about  two-thirds  of  the  return  comes  from  marketing  of 
sheep  and  lambs.  About  one-third  of  the  return  comes  from  wool. 

Mr.  Skeen.  That's  correct. 

Mr.  Collins.  Now,  out  of  that  wool  return,  in  recent  years,  about 
three-quarters  of  that  has  come  from  the  government  pa3rment,  has 
come  from  the  government  program.  For  every  three  dollars — we 
have  paid  three  dollars  in  incentive  pajrments  for  every  one  dollar 
with  the  wool  marketing  in  recent  years. 

So  that  means  if  you  do  the  arithmetic,  you  know,  75  percent  of 
25  percent,  about  20  percent  of  the  total  return  of  the  sheep  pro- 
ducers comes  from  the  wool  program. 

Mr.  Skeen.  That's  right. 

Mr.  Collins.  In  two  years,  that  wool  program  is  gone.  That  is, 
you  know,  economists  like  to  define  crises  as  abrupt  changes  in  rel- 
ative prices.  That's  an  abrupt  change  in  a  relative  price. 

Mr.  Skeen.  Yes,  it  is. 

Mr.  Collins.  So  I  think  as  we  look  out,  we  would  probably,  and 
this  is  not  an  official  forecast,  but  I  would  have  to  say  that  by  the 
end  of  the  decade,  we're  probably  talking  about  an  American  sheep 
herd  that  might  be  25  percent  lower,  a  very  substantial  change. 

OSTRICH  production 

Mr.  Skeen.  I  understand  too  that  the  demand  and  the  prices  now 
are  beginning  to  rise  a  little  bit  because  of  this  change  in  position. 

I  don't  know  whether  you  are  aware  of  it  or  not,  but  we  are  also 
becoming  a  great  producer  of  ostriches. 

Mr.  Collins.  I'm  well  aware  of  it,  yes. 

Mr.  Skeen.  I  know  you  must  have  been.  Have  you  done  any 
readings  or  any  studies  on  this?  What  are  the  economic  factors? 

Mr.  Collins.  It's  interesting  you  asked  that.  A  couple  of  weeks 
ago,  I  got  a  telephone  call  from  Mike  Dunn  who  is  the  adminis- 
trator of  Farmers  Home  Administration,  and  he  said  to  me,  you 
know,  we  don't  make  loans  to  ostrich  operations.  Can  you  tell  me 
what's  going  on  with  ostriches,  because  people  want  to  borrow 
money?  [Laughter.] 

Mr.  Collins.  So  I  did 
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Mr.  Skeen.  Well,  the  sheep  folks  are  looking  at  the  ostriches. 

Mr.  Collins.  Yes.  So  I  did  become  acquainted  with  the  American 
Ratite  Association,  I  think  it  is.  It  covers  emus  and  ostriches,  and 
was  quite  surprised  that  that  is  a  market  that  the  prices  of  these 
things  have  exploded.  I  mean,  they  are  incredibly  high. 

Mr.  Skeen.  Yes. 

Mr.  Collins.  I  mean  breeding  pairs  for  $35,000,  eggs  for  $1,000 
to  $2,000,  and 

Mr.  Skeen.  That's  pretty  high  cholesterol. 

Mr.  Collins.  It's  enough  to  scare  an  economist.  [Laughter.] 

Mr.  Skeen.  It's  high  per  dollar. 

Mr.  Collins.  It's  enough  to  scare  an  economist  because  when 
you  get  those  kinds  of  returns,  people  want  to  get  into  that  busi- 
ness. When  you  get  people  moving  into  that  business,  those  returns 
will  come  down. 

Now,  there  has  been  limitations  on  imports,  and  that's  one  of  the 
things  that's  kept  the  prices  up.  There's  been  a  demand  for  eggs. 
There's  been  a  demand  for  the  skin,  the  meat,  but  if  you  look  at — 
we  have  had  some  people  take  a  look  at  the  value  of  the  meat,  the 
skin,  the  feathers,  and  if  you  add  those  up,  they  really  don't  justify 
these  huge  prices  that  people  are  paying  for  these  breeding  pairs. 

And  so  it's  a  little  bit  of  a  disconcerting  factor  to  me,  what's 
going  on  in  that  market.  I  think  it's  due  for  some  adjustment  over 
the  next  couple  of  years. 

Mr.  Skeen.  There  is  a  lot  of  exploitation  as  far  as  the  market  is 
concerned,  but  it  is  a  factor  and  I  commend  you  on  being  that  alert. 
You  know  what's  going  on,  over  the  years  we've  expanded  the  pop- 
ulation enormously  and  the  prices  have  stayed  relatively  settled. 

Mr.  Collins.  Well,  people  like  to  wear  those  boots  even  though 
they  are  about  $900  a  pair. 

Mr.  Skeen.  Well,  the  whole  animal  is  used,  the  whole  thing.  You 
ought  to  try  catching  one  of  them.  [Laughter.] 

We  have  rodeos  now  with  kids  riding  them,  but  thank  you  very 
much  for  your  comments. 

Mr.  Collins.  Thank  you. 

Mr.  Skeen.  And  I  appreciate,  Mr.  Chairman,  the  time. 

nafta/gatt 

Mr.  Thornton.  Thank  you  very  much,  Mr.  Skeen.  Fm  going  to 
ask  a  couple  of  general  questions  and  then  yield  to  Mr.  Walsh  and 
then  come  back  to  the  specific  questions. 

You've  gotten  into  the  question  of  trade  a  bit  with  regard  to  the 
last  subject,  and  I'm  concerned  about  the  projections  that  you've 
made,  whether  they  are  to  be  effected,  favorably  or  unfavorably,  by 
some  things  that  we  might  see  coming  down  the  pike. 

You  mention  in  your  testimony  the  NAFTA  and  the  GATT.  I  take 
it  that  you  think  adoption  of  the  GATT  would  be  beneficial.  Are 
you  discounting  that  in  your  projections,  or  are  you  already  assum- 
ing the  lowering  of  trade  barriers? 

Mr.  Collins.  The  GATT  is  not  built  into  our  projections  at  this 
point. 

Mr.  Thornton.  That's  what  I  was  asking. 

Mr.  Collins.  Generally  what  we  do  is  we  use  current  law  when- 
ever we  make  projections,  so  on  all  the  things  you'll  see  come  out 


244 

of  the  USD  A,  you  will  now  see  NAFTA  built  in,  the  effects  of 
NAFTA,  but  you  will  not  see  the  effects  of  GATT  built  in  until 
GATT  is  enacted,  until  implementing  legislation  is  signed. 

Regarding  how  we  see  GATT  following  out,  as  you  probably 
know,  the  Secretary  is  going  to  testify  in  March — I  forgot  the  exact 
day — March  16th,  and  that  will  be  the  department's  first  testimony 
on  the  effects  of  the  Uruguay  Round  agreement. 

And  it  is  at  that  time  that  we  expect  to  have  a  complete 

Mr.  THOR>rrON.  You  will  have  a  definitive  policy,  projection  at 
that  time. 

Mr.  Collins.  Close  to  definitive. 

Mr.  Thornton.  Okay. 

Mr.  Collins.  We're  going  to  have  commodity  by  commodity  as- 
sessments, just  like  we  did  for  the  North  America  Free  Trade 
Agreement.  We  will  have  that  available  for  the  Uruguay  Round. 

We're  working  on  that  right  now.  It's  being  done  out  of  our  side 
of  the  department,  the  economic  side,  and  we  would  like  to  have 
that  available  to  pass  out  as  an  attachment  with  the  Secretary's 
testimony  in  March,  and  I  think  we  will  hope  that  the  Secretary 
will  cover  the  highlights  of  that  in  his  testimony. 

Right  now  as  it  looks,  we  could  say  generally  that  we  do  think 
it  will  be  positive  for  American  agriculture,  particularly  the  grain 
side  because  of  the  reduction  in  volume  of  subsidized  exports  in  the 
European  Community,  but  one  of  the  big  factors  in  all  of  this  is 
what  happens  to  world  economic  growth. 

Mr.  Thornton.  Yes. 

Mr.  Collins.  You  know,  there  are  lots  of  projections  about  what 
will  happen  to  world  economic  growth  with  liberalized  trade,  and 
that  becomes  really  a  dominant  factor,  particularly  for  many  com- 
modities like  from  your  state. 

Mr.  Thornton.  Right. 

Mr.  Collins.  What  happens  with  economic  growth  determines 
what  will  happen  with  our  export  prospects,  and  so  we're  looking 
at  a  range  of  economic  growth  so  we  can  come  up  with  what  we 
think  is  a  defensible  range  of  export  projections  by  commodity. 

But  particularly  those  commodities  that  tend  to  increase  more  as 
income  grows  such  as  horticultural  products,  such  as  livestock 
products.  We  think  that  that  will  be  a  shot  in  the  arm  for  those 
industries. 

PL^480  program 

Mr.  Thornton.  Well,  one  thing  that  is  of  great  interest  to  people, 
farmers  from  my  state  is  the  PL-480  program  which  at  the  same 
time,  we're  talking  about  the  benefits  of  GATT,  we  have  a  budget 
proposal  of  a  $252  million  reduction  in  the  PL-480  program,  reduc- 
ing shipments  by  about  nearly  $300  million. 

That's  an  important  program  for  some  commodities.  Have  you 
built  into  your  projections  the  result  of  this  kind  of  reduction  in 
PI^-480?  And  if  not,  what  effect  would  it  have? 

Mr.  Collins.  We  haven't  built  that  in  yet,  because  again  that  is 
a  proposal. 

Mr.  Thornton.  It  is  a  proposal. 
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Mr.  Collins.  You're  referring  to  the  fiscal  year  1995  budget  sub- 
mission. As  that  becomes  law,  as  it  becomes  an  appropriation,  we 
will  build  that  in. 

That  does  have  an  effect.  It's  a  difficult  decision  I  think  for  the 
Department  of  Agriculture  to  come  forward  with  a  number  of  cuts 
in  export  programs.  Export  programs  have  been  I  think  an  impor- 
tant force  in  expanding  U.S.  exports  over  the  years. 

Our  total  program  level  in  export  assistance  has  been  in  the 
order  of  $9  billion.  I  think  we're  still  going  to  be  close  to  that  with 
our  fiscal  year  1995  budget  submission,  but  given  the  constraints 
of  the  budget 

Mr.  Thornton.  Let  me  interrupt  here.  They  had  a  fine  viewpoint 
with  which  I  agree.  I  think  these  are  very  useful  programs,  but  go 
ahead. 

Mr.  Collins.  Given  the  overall  constraints  of  the  budget,  that 
was  simply  the  policy  choice  that  was  made,  was  to  implement 
some  cuts  there. 

I  don't  know  how  that  will  play  out  in  future  years.  In  future 
years,  we're  going  to  have  some  substantial  cuts  in  our  export  sub- 
sidy programs.  The  export  enhancement  program,  for  example,  is 
going  to  have  to  be  cut  quite  dramatically  between  1995  and  the 
year  2000. 

We're  going  to  be  looking  for  export  opportunities  around  the 
world,  and  humanitarian  assistance  is  certainly  a  crucial  and  im- 
portant part  of  that  export  picture. 

I'm  not  sure  how  it  will  play  out  at  this  point. 

Mr.  Thornton.  I  hate  to  see  cuts  made  where  the  result  of  the 
cut  is  to  hurt  us  more  than  a  continuing  expenditure,  and  a  return 
on  investment.  That's  just  my  own  view. 

Mr.  Walsh. 

Mr.  Walsh.  Thank  you,  Mr.  Chairman.  I'm  sorry  I  missed  the 
first  part  of  your  testimony.  I  understand  you  addressed  the  issue 
of  milk  and  BST. 

Mr.  Collins.  I  did. 

BST 

Mr.  Walsh.  Could  you  please  recap  what  you  said,  especially 
how  you  see  BST  affecting  the  price  of  milk  and  the  supply  of  milk 
over  the  next  say  five  years. 

Mr.  Collins.  In  my  comments,  I  made  a  brief  mention  of  milk, 
mainly  focusing  on  the  upcoming  year,  the  year  that  we're  in  right 
now. 

BST,  recombinant  BST  is  now  in  use.  It  is  now  permitted  to  be 
sold.  The  90-day  moratorium  is  up.  We  have  tried  to  project  the 
rate  of  adoption  based  on  the  historical  adoption  rates  of  any  tech- 
nology that  we've  seen  in  agriculture,  and  it  usually  follows  the  so- 
called  S-curve  where  the  adoption  rates  pick  up  quickly  for  a  couple 
of  years,  and  then  taper  off. 

We  foresee  that  after  I  think,  our  data  suggested  that  after  ten 
years,  we  have  about,  something  like  70  to  80  percent  of  the  U.S. 
cow  herd  having  recombinant  BST  applied  to  it. 

I  can't  really  remember  what  the  five  year  figure  is,  but  I'm 
going  to  suggest  it  might  be  in  the  order  of  35  to  40  percent.  I  can 
certainly  check  that  for  you. 
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I  do  remember  what  we  are  projecting  for  this  year.  We're  pro- 
jecting that  15  percent  of  the  nation's  dairy  cows  will  have  BST  ap- 
plied to  them  by  the  end  of  calendar  year  1994,  a  ten  percent  aver- 
age during  the  fourth  quarter. 

Now,  how  that  will  play  out,  I  think,  is  you  perhaps  have  seen 
the  study  that  the  executive  branch  of  government — that's  what  it 
says  on  the  cover  page  anyway — the  executive  branch  of  govern- 
ment put  out  in  the  second  week  of  January.  It  was  in  part  of  the 
agreement  on  the  90-day  moratorium  on  BST,  and  that  study — and 
if  you  haven't  seen  it,  I  will  certainly  get  you  a  copy  of  that — that 
study  traces  through  the  economic  effects  over  the  next  five  years 
of  the  adoption  of  BST. 

Essentially  what  it  shows  is  an  increase  per  cow  that  is  treated 
of  about  1,080  pounds  per  cow  each  year.  That's  one  of  the  assump- 
tions that  it  starts  with.  That  leads  to  an  increase  in  milk  produc- 
tion above  what  it  otherwise  would  have  been.  That  leads  to  a  re- 
duction in  milk  prices. 

There  is  no  change  assumed  in  the  consumption  of  milk.  There 
is  an  increase  in  outlays,  CCC  outlays,  however  there  is  an  offset- 
ting savings  in  food  assistance  programs.  Women,  Infants  and  Chil- 
dren's Program,  and  if  you  go  out  far  enough,  the  increased  costs 
in  price  support  get  offset  by  the  savings  in  food  assistance,  and 
so  it  comes  out  somewhat  neutral. 

Mr.  Walsh.  Excuse  me,  if  I  could  just  interrupt. 

Mr.  Collins.  Sure. 

MILK  PRODUCTION/TEFAP 

Mr.  Walsil  Did  that  study  consider  the  fact  that  TEFAP  is  being 
eliminated,  and  that  those  milk  products  would  not  be  distributed 
to  that  program? 

Mr.  Collins.  I  don't  think  it  did,  but  the  dominant  users  in  that 
study  were  the  school  lunch  program,  and  the  Women,  Infants  and 
Children  program  rather  than  the  TEFAP  program. 

Mr.  Walsh.  Ail  right. 

Mr.  Collins.  Most  of  the  milk  went  into  those  other  programs, 
so  that  could  have  an  effect,  but  I  don't  think  it  would  be  a  domi- 
nant effect  in  that  analysis. 

Mr.  Walsh.  All  right. 

Mr.  Collins.  What  the  study  also  shows  is  that  farm  income 
goes  up  for  adopters,  and  down  for  non-adopters,  and  this  stuff  is 
laid  out  in  some  detail. 

It  also  shows  that  price  support  increases  would  be  triggered 
under  the  adoption  of  BST.  I  think  over  the  five  or  six  year  period 
that  we  looked  at  in  that  study,  the  milk  price  support  goes  up 
three  times  with  the  adoption  of  BST,  as  opposed  to  only  once  in 
our  baseline,  without  the  adoption  of  BST. 

So  that's  a  quick  thumb-nail  sketch.  As  we  look  out  to  1994,  the 
current  year  before  us,  the  high  feed  prices  we  think  will  tend  to 
offset  the  effects  of  BST.  We  don't  see  much  change  in  milk.  I  think 
no  change  on  a  marketing  year  basis,  one  percent  increase  on  a  cal- 
endar year  basis  for  1994,  but  a  bigger  increase  in  consumption 
and  some  reduction  in  surplus  purchases  this  year. 
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gatt/dairy  import  quotas 

Mr.  Walsh.  You  anticipate  an  increase  in  production  and  a  re- 
duction in  price  for  dairy  products  over  the  long-term.  What  will 
be  the  effect  of  GATT  and  the  elimination  of  Section  22,  which  will 
phase  out  dairy  import  quotas  in  the  milk  supply. 

Mr.  Collins.  Well,  right  now  our  assessment  of  the  milk  market 
due  to  the  adoption  of  the  Uruguay  Round  agreement  shows  very 
little  change,  and  the  reason  for  that  is  this.  The  dairy  agreement 
would  require  us  to  increase  market  access  for  dairy  products,  and 
we  think  that  that  would  lead  to  increase  of  roughly  a  billion 
pounds  milk  equivalent. 

It  so  happens  that  the  1990  farm  bill 

Mr.  Walsh.  That's  imports? 

Mr.  Collins.  That  would  be  imports,  an  increase  of  one  billion 
pounds  milk  equivalent  as  a  result  of  the  Uruguay  Round. 

It  so  happens  that  the  199 

Mr.  Walsh.  Excuse  me,  I'm  sorry  for  interrupting. 

Mr.  Collins.  Yes. 

Mr.  Walsh.  What  is  the  current  level  of  imports,  do  you  know? 

Mr.  Collins.  Oh,  I'm  going  to  say  2V2  billion  pounds,  about  2^2 
billion  pounds  milk  equivalent,  so  percentage-wise,  it  is  a  pretty  big 
increase. 

As  a  percent  of  total  milk  consumption  which  is  about  150  billion 
pounds,  it  is  fairly  small,  but  on  the  margin,  that's  enough  to  make 
a  price  change. 

But  the  1990  farm  bill  does  provide  a  measure  of  protection  for 
dairy  producers.  It  has  triggers  in  it  where  we — if  surplus  removals 
reach  a  certain  level,  then  we  have  to  lower  price  support  or  we 
have  to  raise  price  support. 

That  trigger  level  has  to  be  adjusted  by  imports,  so  to  the  extent 
that  we  get  imports  as  a  result  of  GATT,  it  automatically  gets  fed 
into  changing  the  provisions  of  the  price  support  program,  and  so 
we  think  that  there  will  be  some  offsetting  adjustments  there  in 
our  purchase  program. 

gatt/milk  exports 

Mr.  Walsh.  Are  there  any  projections  as  to  what  happens  to  the 
supply  of  milk  exported  from  the  United  States? 

Mr.  Collins.  Well,  we  of  course 

Mr.  Walsh.  Under  GATT. 

Mr.  Collins.  Yes,  under  the  Uruguay  Round,  we  have,  as  you 
know,  a  dominant  force  in  the  exports  of  dairy  products  that  has 
been  the  dairy  export  incentive  program,  the  DEIP.  The  DEIP  has 
to  be  disciplined  the  same  way  the  EEP  has  to  be  disciplined. 

So  we  have  to  reduce  both  the  volume  and  value  of  those  dairy 
product  exports  from  the  1986  to  1990  base.  That  changes  the  com- 
position of  what  we  can  export  somewhat.  I  believe  that  over  the 
last  couple  of  years,  we've  DEIP-ed  a  lot  more  non-fat  dry  milk 
than  what  we  DEIP-ed  in  our  base  period. 

So  we're  going  to  have  to  cut  down  on  our  subsidized  exports  of 
non-fat  dry  milk  more  so  than  the  other  products. 

Mr.  Walsh.  That's  the  majority  of  what  we're  exporting  now. 

Mr.  Collins.  That's  the  majority,  mostly  to  Algeria  and  Mexico. 
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CORN  CROP 


Mr.  Walsh.  On  to  grains,  what  was  the  impact  of  the  flooding 
in  the  midwest  along  the  Mississippi  River  on  the  com  crop?  Has 
that  been  assessed? 

Mr.  Collins.  Yes,  nationally  the  com  yield  was  a  little  over  100 
bushels  per  acre,  compared  to  what  we  might  have  expected,  120 
to  122  bushels  an  acre. 

To  give  you  an  example,  if  you  go  back  to  last  June,  June  1993, 
we  were  projecting  a  1993  corn  production  of  about  8V2  billion 
bushels.  What  we  ended  up  with  was  6.3  billion  bushels.  That's  a 
tremendous  decline.  One-third — that's  not  one-third,  it's  whatever 
it  is,  8V2  to  6.3  billion.  That's  a  huge  drop. 

FEED  COSTS 

Mr.  Walsh.  And  that's  reflected  in  the  high  feed  costs  that  you 
were  talking  about. 

Mr.  Collins.  That's  reflected  in  the  high  corn  prices,  yes,  the 
high  feed  costs  across  the  board. 

LONG-RANGE  WEATHER  FOR  THE  MIDWEST 

Mr.  Walsh.  What  is  the  long  range  weather  for  the  midwest 
wheat  crop,  what  does  that  look  like? 

Mr.  Collins.  I  hate  to  give  long-range  weather  forecasts. 

Mr.  Walsh.  That's  all  right.  I  understand. 

Mr.  Collins.  Let  me  say  this. 

Mr.  DURBIN.  Let  me  ask,  tell  us  tomorrow.  [Laughter] 

Mr.  Collins.  I'll  tell  you  tomorrow.  Let  me  tell  you  a  couple  of 
things  about  the  weather.  One  of  our 

Mr.  Walsh.  On  the  authorizing  committee,  we  got  these  on  a 
regular  basis,  and  it  is  sort  of  my  favorite  committee  hearing. 

Mr.  Collins.  One  of  our  responsibilities,  of  course,  at  the  De- 
partment of  Agriculture,  is  we  do  have  a  weather  station.  We  have 
a  joint  facility  with  NOAA.  We  do  look  at  weather  and  its  effects 
on  agriculture. 

As  we  look  out  to  1994,  we  see  some  very  different  pictures 
across  the  United  States.  You  mentioned  wheat.  We  have  a  concern 
with  soft  red  winter  wheat  in  the  eastern  part  of  the  United  States. 

Grounds  are  saturated.  Soils  are  saturated  there.  We're  worried 
about  too  much  moisture. 

If  you  go  to  the  Southern  Plains,  however,  it's  been  extremely  dry 
this  winter,  and  so  we  are  in  fact  worried  about  too  much  dryness 
in  the  Southern  Plains,  and  then  of  course,  if  you  go  up  to  the 
State  of  Washington  in  the  Pacific  Northwest  where  the  white 
wheat  is  grown,  we've  had  a  tremendous  drop  in  reservoir  levels  up 
there,  so  there  is  a  real  shortage  of  irrigation  water. 

So  either  you  get  a  picture  of  too  much  water  in  one  area  of  the 
country,  and  not  enough  in  others  when  you  look  at  the  wheat  mar- 
ket. 

Mr.  Walsh.  Okay,  thank  you  very  much. 

Mr.  Collins.  Sure. 

Mr.  DURBIN.  Mr.  Thornton. 
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PROJECTION  OF  DOLLARS  SPENT  ON  FOOD 

Mr.  Thornton.  Thank  you,  Mr.  Chairman.  I  do  have  a  couple  of 
specific  questions.  I'm  concerned  about  perceptions,  in  part,  on 
page  73  of  the  tables  that  you  present. 

You  show  a  very  good  projection  of  the  amount  of  dollars  spent 
for  food  which  are  related  to  farm  values  showing  that  $.22  out  of 
each  dollar  relates  to  the  farm  value. 

But  more  significantly  than  that,  I  was  struck  by  the  trend  lines 
in  the  increase  for  consumer  expenditures  and  farm  value  over  a 
five  year  period  starting  at  1989,  going  through  your  projected  year 
of  1993,  the  consumer  expenditures  increase  from  $419  billion,  to 
$491  billion,  while  the  farm  value  increases  from  slightly  less  than 
$104  billion  to  $109  billion. 

That  appears  to  be  about  a  five  percent  increase  in  farm  value 
over  that  five  year  period,  and  a  19  percent  increase  in  consumer 
expenditures. 

I  wonder  if  the  public  is  yet  aware  of  how  much  of  their  food  cost 
is  born  by  non-agricultural  enterprises?  Do  you  have  an  observa- 
tion on  that? 

Mr.  Collins.  I  think  they  are  not  aware  probably.  I  think  that 
the  farm  value  is  probably  much  lower  in  reality  than  in  percep- 
tion. 

Mr.  Thornton.  Yes. 

Mr.  Collins.  I  think  many  people  probably  think  it's  much  high- 
er. For  some  commodities  it  is  higher — for  meat,  for  example,  when 
you  buy  fresh  beef — ^but  for  agriculture  as  a  whole,  that's  correct — 
$.22  on  a  dollar  is  quite  low,  and  I'm  not  sure  that  registered  with 
the  American  public. 

NEW  PRODUCTS  IDEAS  FOR  AGRICULTURE 

Mr.  Thornton.  One  thing  that  farmers  can  do  to  compensate  for 
this  almost  straight  line  of  farm  vsdue  is  to  move  into  new  prod- 
ucts. I  would  like  to  commend  our  Chairman,  Mr.  Durbin,  for  his 
leadership  on  the  ethanol  program  which  you  do  take  into  account 
I  believe  in  projecting  greater  consumptions  of  com. 

Are  there  other  means  that  might,  any  advice  that  you  could 
give?  I  mean,  outside  of  the  strict  economics  here,  but  what  can  we 
give  to  our  farmers  to  encourage  them  to  be  as  inventive  and  as 
up-to-date?  Where  is  the  reward? 

Mr.  Collins.  Right. 

Mr.  Thornton.  For  keeping  up  with  trends  and  science  if  every 
time  they  employ  an  invention,  it  has  the  effect  of  making  no  dif- 
ference to  their  pocketbook? 

Mr.  Collins.  That's  a  very  fascinating  question.  I  think,  I  guess 
my  first  reaction  is  that  there  is  a  reward.  There  is  a  reward  for 
being  on  the  cutting  edge  of  technology. 

Mr.  Thornton.  A  great  one. 

Mr.  Collins.  For  being  an  early  adopter  of  new  ideas,  for  being 
an  innovator.  You  know,  you've  probably  heard  the  expression  the 
agricultural  treadmill  which  people  use  to  describe  the  plight  of 
farmers  over  this  century,  that  they  get  a  new  idea,  their  produc- 
tivity goes  up,  prices  go  down,  and  they  get  penalized  by  their  own 
productivity. 
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And  I  think  that  is  certainly  the  case,  and  that's  the  way  these 
new  scientific  advances  play  themselves  out,  but  clearly  for  those 
people  who  adopt  early,  for  those  who  are  the  best  users  of  tech- 
nology, there  is  a  reward. 

And  to  maintain  that  edge,  you  have  to  stay  on  the  frontier.  You 
have  to  keep  adopting.  I  think  you  know,  the  Chairman  mentioned 
earlier  the  general  idea  of  getting  off  the  brake  on  acreage  reduc- 
tion programs. 

I  think  giving  farmers  the  opportunity  for  more  planning  flexibil- 
ity is  a  good  idea.  We  can  look  at  some  areas  of  the  country,  and 
we  are  seeing  some  tremendous  changes. 

I  was  in  Colorado  last  week  and  I  was  really  stunned  to  see  the 
increase  in  potato  acreage  in  Colorado.  If  you  look  at  our  vegeta- 
bles, what  is  the  number  one  value  vegetable  produced  in  America? 
Potatoes. 

And  look  at  the  demand  for  potatoes — processing  demand  for  po- 
tatoes has  gone  up  dramatically  over  the  last  several  years — ^french 
fries.  I  mean,  the  growth  has  been  tremendous. 

And  there  are  farmers  in  Colorado  last  week  that  were  telling  me 
what  they  were  making  per  acre  on  potatoes  this  year,  and  it  was 
kind  of  staggering. 

So  there  is  a  reward  to  being  adaptable,  to  being  flexible.  It 
comes  from  looking  at  opportunities,  having  the  flexibility  to  be 
able  to  engage  those  opportunities,  and  I  also  think  it  comes  from 
the  science  side. 

You  talked  earlier  about  our  investment  in  export  programs.  At 
the  risk  of — since  I  come  from  the  research  side  of  the  department, 
at  the  risk  of  promoting  that,  I  feel  very  strongly  that  that  is  a  crit- 
ical factor  for  farmers,  particularly  if  we  continue  down  this  road 
that  we  started  in  1985  of  less  support  for  farmers. 

I  hope  that  we  can  maintain  our  investment  in  research  and 
science  to  give  farmers  those  opportunities  that  you  talk  about. 

Mr.  Thornton.  I  agree  one  hundred  percent  with  that  state- 
ment. Mr.  Chairman,  I  yield  back. 

Mr.  DuRBiN.  Thanks.  Mr.  Pastor. 

AGRICULTURAL  EXPORTS 

Mr.  Pastor.  Thank  you,  Mr.  Chairman.  In  your  testimony  on 
page  17,  you  mention  that  in  the  future  you  anticipate  an  expan- 
sion in  our  agricultural  exports  yet,  MPP  is  slated  for  a  significant 
reduction  since  it  is  in  our  best  interest  to  promote  the  exporting 
of  agricultural  goods,  why  would  we  want  to  limit  our  ability  to 
promote  our  products? 

How  do  we  deal  with  that  dilemma?  What  is  your  opinion  on 
that? 

Mr.  Collins.  Again,  these  are  tough  questions  today.  Just  a  cou- 
ple of  things  about  that.  MPP  has  been  a  program  historically  that 
has  been  heavily  used  for  those  commodities  where  we  haven't  had 
other  programs,  horticultural  commodities,  for  example. 

It  has  also  been  heavily  used  for  cotton  and  cotton  may  be  the 
single  biggest  user  of  MPP  over  the  last  several  years,  but  it  has 
also  been  a  dominant  program  for  horticultural  commodities. 

Well,  look  at  horticultural  commodities.  Since  1980,  in  1980,  they 
accounted  for  about  eight  percent  of  our  exports.  This  year  they  ac- 
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count  for  about  17  percent  of  our  exports,  a  tremendous  growth. 
What's  the  reason? 

Well,  part  of  it  is  affluence  around  the  world  and  the  fact  that 
people  want  our  high  value  products.  Part  of  it  may  be  the  MPP 
program.  Certainly  people  in  the  industry  tell  me  that's  an  impor- 
tant factor. 

I  think  MPP  however  has  found  itself  in  difficulty  because  it's 
hard  to  know  what  investments  would  be  taken  in  the  absence  of 
MPP.  In  other  words,  what  addition  to  promotion  in  advertising,  in 
market  development  are  you  getting  from  MPP? 

Or  are  you  just  paying  some  of  these  companies  to  do  something 
they  would  do  otherwise?  It  is  a  question  that  has  not  been  clearly 
answered  across  the  board  for  MPP,  and  I  think  that's  one  of  the 
reasons  that  the  MPP  program  has  had  some  problems. 

It  has  had  problems  for  other  reasons  such  as  some  of  the  people 
it's  chosen  to  support,  justifiably.  I  think  that  we  can  separate 
though  MPP  from  the  general  expectation  that  exports  will  grow, 
exports  will  be  important.  They  will  be  particularly  important  I 
think  for  livestock  products  and  horticultural  products. 

And  I  would  point  to  two  areas,  and  that's  Asia  and  Latin  Amer- 
ica. We  have  of  course  seen  gains  in  Japan  for  a  long  time.  They 
are  our  number  one  customer.  But  Japan  still  has  a  lot  of  trade 
barriers  which  will  come  down  under  GATT,  and  then  we  have  a 
variety  of  other  Asian  countries,  notably  Korea,  with  immense 
trade  barriers  that  will  come  down. 

Then  we  have  the  emerging  Southeast  Asian  countries— Malay- 
sia or  Indonesia,  Thailand  and  so  on — which  are  tremendous  mar- 
ket opportunities  for  our  products,  where  affluence  is  growing  tre- 
mendously, where  middle  classes  are  growing,  and  as  I  mentioned 
earlier,  the  GDP  growth  rate  this  year  is  projected  to  be  seven  per- 
cent. 

I  mean,  it  is  hard  to  imagine  that  in  our  country. 

Then  in  Latin  America  there  is  a  tremendous  opportunity  for  us. 
We've  just  gone  through  the  great  national  debate  over  NAFTA. 
We've  seen  our  exports  to  Mexico  just  soar.  I  have  a  chart  some- 
where in  this  testimony  where  we  look  at  the  top  ten  customers  ten 
years  ago  versus  the  top  ten  customers  today,  and  you  can  see  how 
Canada  and  Mexico  have  just  jumped  right  to  the  top  of  that  list. 

Well,  we  can  look  beyond  Mexico.  We  have  Argentina,  Chile,  for 
example,  that  want  desperately  to  get  into  a  broader  integrated 
North  America  union,  and  I  think  the  rapid  growth  that  we're  see- 
ing there — and  another  good  example,  this  goes  beyond  horti- 
cultural products  too — if  you  just  look  at  wheat. 

I  lamented  earlier  in  my  testimony  about  the  demise  of  the 
former  Soviet  Union  as  an  important  grain  market.  Well,  despite 
the  fact  that  we've  seen  a  large  drop  in  imports  by  China  and  the 
former  Soviet  Union,  world  wheat  trade  has  not  fallen  by  as  much 
as  the  decline  in  imports  to  those  countries. 

In  fact,  it  has  been  offset,  and  where  has  it  been  offset?  Latin 
America.  If  you  look  at  Brazil,  for  example,  some  of  the  Latin 
American  countries  have  become  big  buyers  of  U.S.  wheat,  so  I 
would  look  to  those  two  areas — Asia  and  Latin  America. 
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And  programs  like  MPP  can  be  a  spur,  can  be  a  help,  and  where 
they  come  it,  you  know,  it  is  a  broader  budget  question  that  you'll 
have  to  deal  with,  but  certainly  it  can  be  a  catalyst  in  helping  that. 

But  I  think  the  underlying  forces  in  Asia  and  Latin  America  are 
very  promising  for  U.S.  exports. 

DAIRY  PRODUCTS — MEXICO 

Mr.  Pastor.  Very  interesting.  On  my  last  trip  to  Mexico,  I  no- 
ticed the  dairy  products  from  this  country  were  being  consumed  so 
quickly  that  they  just  couldn't  keep  them  on  the  shelves. 

Mr.  Collins.  Oh  yeah,  oh  yeah.  I  think  that's  going  to  continue. 
You  know,  cows  don't  do  well  in  hot  weather,  and  we're  going  to 
have  an  advantage  of  moving  dairy  products  down  there,  and  of 
course,  I  think  they  are  the  world's  largest  importer  in  non-fat  dry 
milk  now,  so  I  think  we're  going  to  have  a  good  opportunity  there. 

TRADE  WITH  MEXICO/LATIN  AMERICA 

Mr.  Pastor.  What  recommendations  do  you  have  to  help  us 
strengthen  our  trade  position  with  Mexico  and  the  rest  of  Latin 
America,  as  you  point  out? 

Mr.  Collins.  I  think  we  have  to  look  seriously  at  the  broader  in- 
tegration that  I  mentioned  earlier.  You  know,  we  have  already  had 
requests  from  Chile  to  negotiate  a  free  trade  agreement.  We've  got 
the  Caribbean  Basin  Initiative. 

I  think  that  the  feeling  there  is  tremendous.  I  had  a  visitor  the 
other  day  from  ICCA.  Now  that  I  say  that,  I  forgot  what  the  acro- 
n3an  is — Institute  for  Inter-American  Cooperation,  I  think. 

And  they  track  a  lot  of  the  trade  and  investment  flows  that  are 
going  on  between  the  United  States  and  Mexico  and  the  other 
Latin  American  countries,  and  it  is  really  surprising  to  see  the  tre- 
mendous investment  that's  going  on,  the  technology  now  that's 
moving  from  the  United  States  down  into  Mexico  and  Central 
America. 

I  am  encouraged  that  with  political  leadership,  political  stability 
in  South  America,  that  we  have  a  tremendous  opportunity  through 
a  broader  economic  integration  to  create  a  tremendous  market  for 
ourselves,  and  for  the  Latin  Americans  over  the  next  couple  of  dec- 
ades. 

I  would  point  to  that.  I  would  point  to  negotiating  a  bigger  free 
trade  agreement. 

Mr.  Pastor.  I  think  in  Latin  America  and  in  South  America,  I 
think  that's  their  desire  also. 

Mr.  Collins.  I  think  so  too. 

NAFTA — MEXICO/LATIN  AMERICA 

Mr.  Pastor.  I  think  that's  why  they  were  looking  to  NAFTA.  If 
NAFTA  had  failed,  the  repercussion  would  have  been  felt  more 
widely  than  just  in  Mexico  because  I  think  that  Central  and  South 
America  were  looking  to  see  whether  this  country  was  ready  to 
trade  with  them. 

Mr.  Collins.  I  think  that's  right. 

Mr.  Pastor.  With  those  markets. 

Mr.  Collins.  Yes. 
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FOOD  ASSISTANCE  FOR  THE  NEXT  YEAR 

Mr.  Pastor.  So  I  think  in  the  future,  we're  going  to  have  that 
opportunity. 

My  last  set  of  questions  deal  with  food  assistance.  What  is  your 
estimate  of  need  for  food  assistance  for  the  coming  year? 

Mr.  Collins.  That  I  will  have  to  supply  you  with.  I  don't  have 
a  good  estimate  on  the  front  of  my  mind  on  that,  Mr.  Pastor. 

Mr.  Pastor.  Okay.  Thank  you. 

Mr.  Collins.  Uh-huh. 

INCREASE  ON  INCOME  FOR  FARMERS 

Mr.  DURBIN.  Thanks  very  much.  Let  me  return  to  an  earlier  line 
of  questioning.  I  won't  repeat  what  I  said,  but  if  you'll  recall,  one 
of  the  things  we  agreed  on  was  that  one  of  the  initial  goals  of  our 
farm  program  was  to  increase  the  income  of  farmers  in  America 
which  in  the  early  1930's  was  fairly  dismal. 

I  had  read  somewhere  and  someone  contested  this,  and  perhaps 
you  can  finally  clear  it  up,  that  in  the  1930's,  the  income  of  farmers 
across  America  on  average  was  about  half  that  of  workers  in  the 
city,  and  that  the  goal  of  course  was  to  try  to  improve  that,  and 
I  can't  recall  what  the  conclusion  was,  but  we  have  seen  some  im- 
provement in  comparison  to  the  wage  of  non-farm  workers  as  op- 
posed to  farm  workers. 

So  I  think  we  have  to  agree  that  though  there  are  fewer  farmers, 
we  have  improved  the  standard  of  living,  and  yet  it  is  a  real  mis- 
nomer for  us  to  suggest  that  farm  income  is  somehow  an  easily  de- 
fined or  a  static  situation.  Each  farmer  is  in  a  different  predica- 
ment, and  as  you  alluded  to  earlier,  most  of  our  production  is  done 
by  a  very  small  percentage  of  our  farmers. 

So  it  leads  me  to  this  question.  We  have  been  wrestling  over  the 
last  at  least  five  or  six  years  with  the  idea  of  limiting  farm  pay- 
ments to  try  to  focus  those  farm  payments  on  so-called  family 
farms,  another  phrase  which  escapes  easy  definition. 

But  we  are  trying  in  effect  to  take  our  resources  and  to  direct 
them  toward  the  farms  where,  in  fact,  they  are  in  a  marginal  situa- 
tion in  terms  of  economic  survival.  Yet  we  have  found  that  al- 
though we  have  had  payment  limitations  and  the  like,  many  of  the 
farm  operators,  as  soon  as  they  heard  about  this,  headed  ofi"  to 
meet  with  their  lawyers  and  accountants.  They  then  found  ways  to 
evade  the  Federal  law,  and  to  turn  in  relatives  and  spouses  as  farm 
owners  and  operators  so  that  they  could  evade  this  pa3anent  limita- 
tion. 

I  read  a  book  which  I  found  pretty  fascinating  here,  and  I  don't 
know  if  you  have  run  across  it — "The  Sacred  Cows  and  Hot  Pota- 
toes." 

Mr.  Collins.  I  have. 

Mr.  DURBIN.  Have  you  seen  this? 

Mr.  Collins.  Yes,  sir. 

Mr.  DURBIN.  I  don't  know  what  your  opinion  is  of  it,  but  I  found 
it  very  challenging.  They  said  that  15  percent  of  the  farmers  re- 
ceive 73  percent  of  all  benefits  under  our  farm  programs,  and  land- 
owners benefit  more  than  operator  of  farms. 
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Now,  if  one  of  our  goals  here  is  to  basically  stabilize  and  provide 
some  floor  for  farm  income,  how  effective  are  we?  How  much  of  the 
money  that  we  spend  on  assisting  farmers  in  farm  programs  and 
the  like  really  finds  its  way  to  that  category  of  farming? 

Mr.  Collins.  I'll  start  at  the  beginning  perhaps.  Your  original 
question  was  50  percent  of  faiTn  income  accounting  for  50  percent 
of  non-farm  income.  Actually  we  have  data  on  farm  income  that 
goes  back  to  1934,  and  back  in  1934,  farm  household  income  was 
about  one-third  of  the  national  average  income,  so  it  was  actually 
below  your  50  percent. 

I  think  as  you  look  at  the  studies  that  have  been  done  about  the 
ability  of  farm  programs  to  boost  farm  income,  they  have  been  very 
mixed,  but  generally  they  have  concluded  that  they  probably  have 
slowed  somewhat  the  transition  out  of  agriculture. 

That  is,  they  have  provided  some  support  to  producers  who  con- 
tinue to  farm,  but  that  the  biggest  single  factor  in  determining 
farm  income  with  what  was  happening  off  the  farm,  the  off-the- 
farm  opportunities,  that  was  the  pull  that  took  people  out  of  agri- 
culture, particularly  in  the  1950's  and  1960's  when  we  lost  the 
most  farmers  in  America,  the  tremendous  growth  in  the  non-farm 
industrial  based  economy.  The  rate  of  return,  the  wage  rates  in  the 
non-farm  economy  was  the  single  dominant  force  in  determining 
what  ultimately  happened  in  the  farm  economy. 

There  have  been  a  lot  of  studies  that  have  looked  at  the  capital- 
ization of  farm  program  benefits  into  land  values.  There  is  a  recent 
one  in  the  past  year  that  looked  at  the  State  of  Iowa,  for  example, 
and  indicated  that  owning  an  acre  of  corn  base  was  worth  about 
$250  more  than  an  acre  of  comparable  land,  but  that  didn't  have 
corn  base. 

So  the  point  of  that  is  that  a  lot  of  the  benefits  do  end  up  with 
the  landowners. 

Now,  if  you  were  a  landowner  when  the  program  was  imple- 
mented, well  then,  you  got  a  windfall.  You  got  an  increase  in  your 
asset  value. 

However,  if  you  were  a  new  entrance  in  agriculture  and  begin- 
ning farming,  you  are  going  out  and  buying  the  land  that  has  the 
benefit  of  the  program  capitalized  into  it,  so  you  are  not  getting 
that  benefit.  That  benefit's  going  to  the  person  that  held  the  land 
when  the  program  was  instituted. 

So  the  incidence  of  benefits  in  agriculture  is  a  very  difficult  thing 
to  put  a  finger  on.  Some  people  think  those  programs  have  helped 
accelerate  farm  consolidation  in  bigger  farms  and  drive  out  family 
farmers. 

Other  people  think  that  it  has  slowed  farm  consolidation  and 
kept  people  on  the  farm. 

Some  people  have  gone  so  far  as  to  call  farm  programs  for  some 
producers  legislated  poverty  because  they  have  kept  marginal  peo- 
ple who  had  low  incomes  on  the  farm  when  it  would  have  been  bet- 
ter for  them  to  get  off  the  farm  and  try  an  alternative  venture. 

I'm  not  giving  you  a  definitive  answer  to  your  question  because 
it's  a  difficult  one,  and  there  is  a  variety  of  research  results,  but 
I  do  think  that  ultimately  you  have  to  ask  the  question  by  saying 
what  would  agriculture  look  like  if  we  didn't  have  farm  programs. 
Would  it  be  a  lot  different  today? 
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And  I  really  don't  think  that  it  would.  I  think  we  would  have 
seen  the  farm  consolidation.  We  would  have  seen  the  increase  in 
farm  size.  I  think  that's  technology-driven  and  not  farm  program 
driven,  but  I  do  think  we  would  see  lower  asset  values,  so  I  think 
asset  values  is  a  key. 

SURVIVAL  OF  THE  FAMILY  FARM 

Mr.  DURBIN.  Asset  values  are  particularly  important,  but  when 
we  get  into  the  political  debate  here,  it  really  comes  down  to  the 
survival  of  the  family  farm.  What  drives  a  lot  of  the  thinking  in 
terms  of  the  Farm  Bill — is  that  we  know  that  there  are,  to  use  this 
analogy,  a  percentage  of  farmers  out  there  who  are  thirsty,  and  so 
we  give  every  farmer  a  drink  of  water,  and  a  lot  of  them  don't  need 
it. 

Mr.  Collins.  Absolutely. 

Mr.  DURBIN.  I  had  a  farmer  in  my  home  county,  a  bloody-eyed 
conservative,  saying  farm  programs  are  terrible.  He  said,  "my  two 
brothers  and  I  last  year  got  $100,000  from  the  farm  program  and 
we  didn't  need  it."  [Laughter.] 

I  said  would  you  like  to  give  it  back?  He  didn't.  [Laughter.] 

CCC  EXPENDITURES 

No  response.  And  I  guess  my  concern  is  this,  and  you  know  it 
as  well  as  I.  We  are  facing  this  budget  deficit  situation.  We  are  fac- 
ing in  the  last  ten  years  some  wild  swings  in  Commodity  Credit 
Corporation  expenditures. 

What  was  the  high  mark?  $22  billion? 

Mr.  Collins.  It  was  $26  billion  in  1986. 

Mr.  DURBIN.  So  $26  billion.  The  low  water  mark  in  the  same  pe- 
riod what?  Eight  or  nine? 

Mr.  Collins.  Yes. 

Mr.  DuRBiN.  Eight  or  nine  billion. 

Mr.  Collins.  That's  right. 

ECONOMIC  JUSTIFICATION 

Mr.  DuRBiN.  But  look  at  the  variation  there,  and  we  can't  say 
from  year  to  year  that  we  couldn't  face  the  same  thing. 

My  suspicion  is  that  the  budget  deficit  situation,  as  well  as  glob- 
al competition,  is  going  to  push  us  into  some  new  thinking  about 
what  is  and  what  isn't  important  in  Federal  programs  for  farming. 

And  one  of  the  things  that  troubles  me  is  I  think  we  are  sending 
a  lot  of  money  to  producers  who  don't  need  it,  and  would  tell  you 
that  if  they  were  honest,  in  an  effort  to  try  to  help  a  handful  of 
family  farmers  hang  on. 

I  am  trying  to  get  some  sort  of  an  economic  justification  or  at 
least  rebuttal  to  what  I've  just  said,  and  you've  told  me  that  this 
is  a  difficult  thing  to  give  here. 

Mr.  Collins.  I  don't  think  I  can  rebut  that  because  I  think  I 
agree  with  that.  I  think  it's  very  difficult  to  define  what  people 
need  and  don't  need,  but  I  think  it's  very  clear  that  we  have  lots 
of  high  income  producers  who  get  big  checks  from  the  government. 
And  we  have  got  low  income  producers  that  get  checks  from  the 
government,  so  we  have  this  tremendous  distribution. 
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That  has  led  over  the  years,  a  big  debate  in  the  1990  Farm  Bill, 
over  the  concept  of  targeting.  Targeting  means  changing  the  dis- 
tribution of  pa3rments,  giving  some  people  who  now  get  payments, 
no  pa3anents,  or  else  giving  them  a  smaller  share  of  the  total  pay- 
ments. 

Lots  of  ways  have  been  proposed  to  achieve  that  from  payment 
limits  to  bushel-based  programs  where  you  get  so  much  of  a  pay- 
ment on  the  first  10,000  bushels,  and  a  smaller  pajrment  on  the 
next  10,000,  means  tested  programs.  We  saw  that  with  budget  sub- 
missions under  both  of  the  last  two  administrations. 

We've  seen  direct  attribution,  tying  pa3anents  to  social  security 
numbers,  for  example,  so  there  are  a  range  of  proposals  that  are 
out  there,  all  premised  on  the  point  that  you  make,  that  there  is 
a  diversity  of  financial  conditions  in  agriculture,  and  that  if  we 
really  need  to  save  money,  why  not  try  and  focus  the  payments, 
target  the  pa3anents  on  those  who  need  it  most. 

No  one  has  been  able  to  clearly  define  that  line  on  who  needs  it 
most,  and  that's  one  problem.  Aiiother  problem  has  been  enforce- 
ment. How  do  we  enforce  these  things?  That's,  you  mentioned  a 
person  going  out  and  getting  a  lawyer  and  finding  a  way  around 
whatever  we  do.  That's  a  risk  for  any  kinds  of  these  programs 
where  you  set  up  a  class,  a  subset  of  people  who  are  going  to  re- 
ceive pajonents.  Then  everybody  tries  to  find  a  way  to  get  them- 
selves into  that  class. 

Another  problem  is  you  have  to  be  careful  about  what  you're 
doing  to  the  efficiency  of  American  agriculture.  Some  of  these  pro- 
posals essentially  end  up  rewarding  small  farms.  Do  you  want  to 
reward  small  farms?  Do  you  want  to  make  somebody  think  twice 
who  is  an  efficient  producer?  Do  you  want  to  make  them  think 
twice  about  getting  bigger? 

Now,  that's  a  serious  question.  I  think  not.  I  don't  think  we  want 
to  make  them  think  twice.  If  they  are  efficient  and  they  have  an 
opportunity  to  expand  and  supply  more  food  at  a  reasonable  price 
to  America's  consumers,  I  say  go  to  it. 

But  that's  a  concern.  Those  are  the  package  of  concerns  with 
these  kinds  of  programs,  and  that's  why  nobody  has  really  been 
able  to  come  up  with  the  bullet  yet  to  achieve  targeting. 

Mr.  DURBIN.  I  don't  have  it,  but  I  can  sense,  having  been  here 
for  12  years,  that  there  is  a  lot  of  incremental  thinking.  We  take 
last  year's  program  and  change  it  on  the  edges  and  say  well,  that's 
this  year's  bill.  I  think  it's  time  for  us  to  take  a  fresh  look  at  this. 
We  are  finding  this  in  health  care  reform  and  there  will  be  a  lot 
of  people  who  have  a  vested  interest  in  the  status  quo  who  won't 
want  to  see  these  changes. 

I  think  we  owe  it  to  the  country  to  at  least  start  that  debate. 

Let  me,  if  I  can,  hit  on  two  or  three  specifics  based  on  your  testi- 
mony and  then  see  if  my  colleagues  have  a  follow-up. 

Mr.  Collins.  Uh-huh. 

CANADIAN  WHEAT  IMPORTS 

Mr.  DuRBiN.  My  colleague,  Colin  Peterson  of  Minnesota,  is  fac- 
ing, as  he  returns  home  on  a  weekend  basis,  continuing  concern 
about  Canadian  wheat  imports,  and  it  really,  as  he  told  me  last 
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night,  has  become  a  major  agricultural  problem  in  the  Upper  Mid- 
west. 

Is  this  a  result  of  our  free  trade  agreement  with  Canada?  Are 
there  things  here  which  you  can  point  to  and  say  it's  legitimate, 
there  is  more  Canadian  wheat  coming  across  this  border  than  ever 
before  at  lower  prices.  The  Canadian  system  is  designed  so  that 
they  will  be  able  to  undercut  our  producers  for  a  long  period  of 
time. 

Do  you  have  any  thoughts  on  that? 

Mr.  Collins.  It  is  a  difficult  issue.  To  some  extent,  I  think  it's 
an  expected  economic  outcome  if  you  look  at  what  wheat  prices  are 
in  the  United  States,  in  December,  January,  we've  averaged  $3.60 
at  the  farm. 

If  you  are  a  Canadian  wheat  producer  and  you  lock  at  the  United 
States  as  a  potential  market,  and  then  you  look  at  other  markets 
around  the  world,  you're  not  going  to  find  another  market  as  at- 
tractive as  the  United  States. 

We  are  awarding  EEP  bonuses  so  far  as  the  fiscal  year  at  an  av- 
erage value  in  excess  of  $50.  That's  a  wedge.  That's  a  difference  be- 
tween our  price  and  the  world  price,  so  when  the  Canadians  go  to 
look  at  markets  around  the  world,  they  are  going  to  see  a  price 
much  lower,  a  price  driven  down  by  subsidies  of  the  United  States 
and  the  European  Community,  and  so  to  some  extent,  the  U.S. 
market  looks  good  to  them. 

Secondly,  we  have  had  a  year  where  we  have  had  a  lot  of  disease 
problems  this  year.  We've  had  pasta-makers,  we've  had  millers  in 
search  of  high  protein  wheat  looking  hard  for  the  right  kinds  of 
wheat  to  blend  in. 

Canada  has  some  of  that  wheat,  and  so  they've  gone  to  the  Cana- 
dians to  get  some  of  that,  and  so  there  are  some  economic  forces 
that  would  lead  me  to  project  that  an  increase  in  imports  would  be 
expected. 

On  top  of  that,  there  are  the  other  factors  that  have  been  raised 
such  as  the  lack  of  transparent  pricing  policies  of  the  Canadian 
Wheat  Board,  not  knowing  exactly  what  they're  up  to,  whether 
they  are  undercutting  American  wheat  in  the  U.S.  market. 

So  there  is  this  complex  of  things  that  are  going  on  and  it  has 
created  a  difficult  problem.  I  agree  with  Mr.  Peterson.  We  have 
heard  tremendous  complaints  from  the  Pacific  Northwest  where 
farmers  go  to  deliver  wheat  to  their  local  warehouse,  and  they  find 
that  it  is  full  of  Canadian  wheat.  It  is  certainly  of  a  concern  to 
them. 

Mr.  DURBIN.  So  if  I  understand  you,  you  are  saying  that  our  poli- 
cies and  programs  have  raised  the  price  of  wheat  in  the  United 
States  for  domestic  producers'  benefit,  and  have  also  lowered  the 
price  in  overseas  markets  to  some  extent.  Canadians,  seeing  this 
opportunity,  have  no  intention  of  going  overseas,  so  they  sell  their 
wheat  in  the  United  States. 

Is  there  any  way  to  measure  the  productivity  of  wheat  growers 
in  Canada  versus  the  United  States.  Are  they  more  productive? 

Mr.  Collins.  Oh,  we  can  look  at  costs  of  production,  and  I  would 
say  no.  I  mean,  if  you  have  been  to  North  Dakota,  you  can't  tell 
when  you  cross  over  into  Saskatchewan,  you  know.  It's  the  same 
kind  of  wheat  farms,  the  same  size  wheat  farms.  They  look  very 
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similar,  same  kind  of  equipment,  so  I  would  say  that  we're  very, 
our  spring  wheats  are  very  competitive  with  Canadian  spring 
wheats.  I  don't  think  they  have  an  efficiency  advantage  on  us. 

Some  people  will  claim  they  have  a  quality  advantage  on  us  be- 
cause of  tough  grading  standards.  I'm  not  sure  that's  accurate  ei- 
ther. I  mean,  we  have  the  opportunity  to  sell  to  foreign  buyers  the 
quality  they  want  from  us.  I  mean,  we  can  engage  in  extra  cleaning 
if  that's  what  the  foreign  buyer  wants. 

So  I'm  not  convinced  that  they  have  an  inherent  competitive  ad- 
vantage over  us.  In  any  one  particular  year  they  might  such  as  this 
year  because  of  the  disease  problems  we  had  in  our  north  central 
states,  and  they  have  high  protein,  low  disease  or  disease-free 
wheat  more  readily  available  than  we  do  for  our  flour  millers. 

But  in  general,  I  would  say  no,  that  we  can  be  as  competitive  as 
they  can  be. 

corn/ethanol  use 

Mr.  DuRBiN.  Last  question,  close  to  home.  We  talked  about  corn 
and  said  that  non-food  use  will  exceed  exports  next  year. 

Mr.  Collins.  Yes,  sir. 

Mr.  DURBIN.  Non-food  use,  would  include  ethanol,  obviously. 

Mr.  Collins.  Ethanol  is  one-quarter  of  it,  yes.  Four  hundred  mil- 
lion bushels  of  corn  will  go  into,  close  to  450  million  bushels  of  corn 
will  go  into  ethanol  use. 

Mr.  DURBIN.  What  other  elements  would  you  include  in  that? 

Mr.  Collins.  All  of  the  non-feed  uses,  starches.  There  is  a  couple 
of  hundred  million  bushels  that  go  into  starch  use,  for  example — 
seed  use  is  also  included  in  that. 

Mr.  Durbin.  Great.  Thsmk  you.  Joe  Skeen? 

PERCEPTION  OF  FARM  PROGRAMS 

Mr.  Skeen.  Yes,  Mr.  Chairman.  I  think  you  opened  up  a  line  of 
questioning  just  a  moment  ago  about  what's  the  trouble  with  our 
programs,  and  what  is  the  perception  here  in  Congress. 

Well,  to  begin  with,  we've  lost  our  real  track  with  our  agricul- 
tural roots  in  a  general  sense  as  far  as  the  population  is  concerned 
because  a  lot  of  folks  have  no  attachment  whatever.  It  used  to  be 
an  agricultural-based  country. 

In  1980,  I  think  the  Department  of  Agriculture  had  a  definition 
for  a  family  farm  operation,  and  one  in  which  investment  to  sus- 
tain a  family  of  four  was,  the  principal  investment  or  the  capital 
investment  was  something  like  $1.5  million. 

There  isn't  anybody,  there  is  no  infusion  of  young  people  going 
into  this  business.  People  are  getting  out  of  agriculture.  It's  becom- 
ing more  of  a  big  operation  scenario,  and  all  of  our  pricing  pro- 
grams are  to  help  those  who  are  in  production,  or  are  related  to 
production,  rather  than  to  help  somebody  go  into  the  business. 

Well,  there  is  very  little  transition  and  that's  one  of  the  problems 
that  we  have  selling  it  to  people,  these  programs,  people  in  a  gen- 
eral sense  because  they  don't  understand  that  there  is  very  little 
margin  in  agricultural  products  for  the  agricultural  producer,  if 
any. 

When  you  have  $1.5  million,  I  had  one  of  our  great  gurus  on  the 
Republican  side  who  has  all  the  philosophy  in  the  world  about  how 
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we  can  cut  expenditures  in  the  Federal  Government,  and  when  we 
come  to  farm  programs,  he  said  the  best  thing  to  do  with  farm  pro- 
grams is  to  get  people  out  of  farming.  Sell  out.  Get  into  the  real 
business. 

Well,  that  would  be  wonderful,  but  then  where's  your  agricul- 
tural production?  They  can't  get  out  of  the  business  because  most 
of  the  people  in  business  today  in  agriculture  have  inherited  their 
capital  base.  They  can't  get  out  of  it  because  you  can  sell  it  to 
somebody  else  who  is  a  bigger  operator  but  that  also  goes  back  to 
the  inherited  factor. 

So  our  programs  are  related  more  to  the  pricing  structure  and 
the  year-by-year  operation  and  so  forth,  rather  than  the  investment 
capitalization  side  and  what  little  return  that  we  have  on  your  in- 
vestment. It  is  not  a  very  good  investment. 

DEFINING  WHO  NEEDS  HELP 

Mr.  Collins.  I  think  you've  made  some  good  points,  Mr.  Skeen, 
and  it  gets  back  to  Mr.  Durbin's  point  about  defining  who  needs 
help. 

Mr.  Skeen.  Who  should  get  it. 

Mr.  Collins.  And  the  point  you  make  about  the  thin  return  on 
investment  is  a  good  one  in  agriculture.  Agriculture  is  very  decep- 
tive. The  distribution  of  income  is  much  wider  in  agriculture  than 
other  industries  in  America.  You've  got  people  at  both  extremes. 

If  you  look  at  rate  of  return  on  equity  in  agriculture,  it  averages 
three  to  four  percent. 

Mr.  Skeen.  Yes,  sir. 

Mr.  Collins.  That's  not  a  great  rate  of  return,  so  a  rate  of  return 
is  thin,  and  if  you  look  at  it  by  size  of  farm  and  you  can  get  right 
into  the  area  where  you've  got  commercial  size,  smaller  commercial 
sized  operations  where  the  rate  of  return  is  zero,  one,  two  percent, 
those  are  very,  very  low  rates  of  return,  and  does  suggest  that  for 
large  parts  of  agriculture,  there  is  an  income  problem. 

Mr.  Skeen.  Yes,  sir.  I  think  that's  something  that  we  should 
make  better  understood  and  I  don't  know  how  you  do  this.  It's  a 
terrible  dilemma  trying  to  explain  to  someone  who  has  grown  away 
from  the  agriculture  base  and  doesn't  understand  it,  exactly  why 
we  have  these  programs,  why  they  were  initiated  back  in  the 
1930's  when  they  were  killing  off  livestock  and  telling  people  not 
to  plant  anymore  so  we  could  get  the  prices  back  up,  and  also  we 
had  people  standing  in  line  starving  to  death  at  the  same  time  we 
were  killing  off  the  food  supply  on  the  other  end.  It  didn't  make 
any  real  sense. 

So  we've  grown  a  long  ways,  but  I  don't  know  that  we've  done 
a  better  job  of  orienting  these  programs  about  who  should  we  help. 

Mr.  Collins.  Uh-huh. 

Mr.  Skeen.  That  was  a  good  question.  Thank  you. 

Mr.  DURBIN.  Mr.  Pastor? 

Mr.  Pastor.  No. 

CONCLUSION 

Mr.  DURBIN.  Thank  you.  Mr.  Collins  and  your  colleagues,  thank 
you  very  much.  We're  going  to  have  the  Secretary  of  Agriculture  in 
here  tomorrow  at  10:00. 
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Mr.  Collins.  Okay. 

Mr.  DuRBiN.  In  rebuttal.  [Laughter] 

Mr.  Collins.  Thank  you. 
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STATEMENT  OF  KEITH  COLLINS 

ACTING  ASSISTANT  SECRETARY  FOR  ECONOMICS 

U.S.  DEPARTMENT  OF  AGRICULTURE 

BEFORE 

THE  HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON  AGRICULTURE, 

RURAL  DEVELOPMENT,  FOOD  AND  DRUG  ADMINISTRATION 

AND  RELATED  AGENCIES 

February  23,  1994 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  welcome  the  opportunity  to 
discuss  the  outlook  for  U.S.  agriculture  and  rural  America.   I  will  submit  for  the  record  a 
detailed  statistical  appendix  and  use  this  testimony  to  summarize  the  outlook. 

This  testimony  comes  at  the  start  of  your  budget  hearings  during  which  plans  will  be 
presented  for  the  six  mission  areas  of  the  Department,  as  defined  by  Secretary  Espy.   All  of 
these  mission  areas  affect  or  are  affected  by  American  agriculture.   Today,  when  we  use  the 
word  "agriculture,"  we  mean  more  than  just  farming.   Agriculture  includes  the  activities  of 
the  "food  and  fiber  system"  and  that  involves  input  markets,  production,  processing,  and 
distribution  here  and  abroad.   In  fact,  even  the  term  "food  and  fiber  system"  is  now  limiting, 
as  agriculture  depends  on  growing  nonfood  industrial  markets,  such  as  ethanol.   This  entire 
system  generates  over  $850  billion  per  year  in  economic  activity  or  16  percent  of  Gross 
Domestic  Product  (GDP). 
Outlook  Overview 

This  year's  outlook  for  agriculture  is  in  large  measure  an  effect  of  the  events  of  1993. 
The  defining  outcome  for  U.S.  agriculture  last  year  was  the  midwest  flooding,  which  reduced 
production  and  stocks,  elevated  farm  prices,  curtailed  farm  exports,  and  triggered  disaster 
assistance. 
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The  flood  and  related  losses  were  historically  large: 

•  In  the  9  flood-affected  states,  3.85  million  acres  of  com  were  lost,  most  after 
planting,  but  600,000  intended  acres  were  never  planted  because  of  excessive  rains  and 
associated  problems.    National  average  com  yield  fell  from  a  record  131.4  in  1992  to  100.7 
bushels  in  1993.   U.S.  com  production  decreased  by  one-third  from  a  year  earlier. 

•  4.08  million  acres  of  soybeans  were  lost,  about  half  after  planting.   U.S.  average 
soybean  yields  declined  from  a  record  37.6  bushels  per  acre  to  32  bushels.   U.S.  soybean 
production  decreased  by  nearly  one-fifth  from  a  year  earlier. 

•  Over  a  thousand  levees  were  breached  or  damaged,  flooding  cities  and  farmland. 
Tens  of  millions  of  acres  of  productive  cropland  and  pasture  incurred  some  damage  from 
floods  or  excess  moisture.  •     :.  . 

The  flood-induced  low  supplies  and  strong  prices  for  major  commodities  have  set  the 
stage  for  1994.   Spring  plantings  and  weather  conditions  will  be  the  key  factors  in  the 
outcome  for  farm  markets.   Nearly  saturated  soils,  heavy  snow  cover  over  the  upper 
Mississippi  and  portions  of  the  Missouri  river  basins,  and  damaged  levees  suggest  a  high 
potential  for  spring  flooding  in  parts  of  the  Com  Belt  and  Great  Plains.   The  effect  of 
residual  flood  damage  on  spring  plantings  is  yet  unknown.   USD  A  will  conduct  its  annual 
acreage  intentions  survey  in  early  March  and  report  the  findings  on  March  3 1 .   The  survey 
results  will  provide  a  good  indication  of  the  rebound  in  production  we  can  expect  in  1994, 
assuming  average  yields. 

Despite  the  events  of  1993,  the  economic  situation  for  U.S.  agriculture  remains 
generally  sound,  with  some  concern  focused  on  the  flood  and  drought  areas.    Production 
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shortfalls  for  many  producers  were  cushioned  by  record  yields  and  production  for  several 
major  crops  in  1992  and  disaster  payments  and  crop  insurance  indemnities,  which  together 
have  totaled  $3.0  billion  nationally,  as  of  February  9,  1994. 

Macroeconomic  influences  for  1994  are  generally  promising  for  agriculture.    Strong 
economic  growth  expected  to  be  3-3.5  percent  will  strengthen  food  demand;  and  low  interest 
rates,  low  inflation  rates,  and  low  energy  prices  will  restrain  production  expenses  and 
reinforce  investment  and  economic  expansion. 

Tight  U.S.  supplies  and  slow  growth  in  key  foreign  countries  will  limit  farm  exports. 
For  1993/94,  U.S.  agricultural  exports  are  expected  to  be  $42.5  billion,  virtually  unchanged 
from  1992/93.   Export  volumes  of  wheat,  coarse  grains,  and  oilseeds  will  be  lower  but 
higher  prices  will  maintain  export  value.    Horticultural  products  and  cotton  are  expected  to 
show  both  volume  and  value  increases.    The  agricultural  trade  balance  is  expected  to  be  a 
surplus  of  $18  billion  this  year. 

For  U.S.  crops,  the  index  of  production  in  1994  is  expected  to  be  up  10-15  percent, 
helping  restore  depleted  inventories  to  near-normal  levels.    For  the  first  time  since  1982, 
acreage  reduction  program  (ARP)  percentages  are  zero  for  all  crops  except  cotton.   With 
average  yields,  carryover  stock  levels  for  wheat  would  rise  very  slightly,  with  increases 
much  greater  for  other  major  field  crops.    As  reflected  in  the  inverses  in  current  futures 
prices,  new-crop  prices  are  expected  to  decline  as  production  rebounds. 

In  the  livestock  sector,  total  meat  and  poultry  production  grew  1.3  percent  in  1993, 
and  is  expected  to  increase  2-3  percent  in  1994,  accommodating  record-high  per  capita  meat 
consumption.   Higher  feed  prices  and  steady  to  lower  slaughter  prices  will  pressure  livestock 
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prcxlucers'  profits.    Milk  prices  showed  variability  in  1992/93,  averaging  $12.75  per 
hundredweight.    Milk  production  is  expected  to  be  unchanged  in  1993/94  with  output  per 
cow  increasing  in  part  because  of  adoption  of  bST.   Prices  are  expected  to  be  down 
moderately  in  1993/94. 

Aggregate  indicators  of  agricultural  performance  are  expected  to  improve  in  1994. 
Higher  grain  and  cotton  prices  will  reduce  Commodity  Credit  Corporation  (CCC)  net  outlays 
for  fiscal  year  1994  to  $12  billion,  down  $4  billion,  despite  the  disaster  associated  outlays. 
Fanners'  cash  receipts  are  expected  to  rise  enough  to  increase  net  cash  farm  income  and  net 
farm  income,  the  latter  also  boosted  by  increasing  inventories,  assuming  average  weather. 
Average  farm  operator  household  income  from  both  farm  and  off-farm  sources  is  forecast  to 
increase,  with  farm  sources  accounting  for  12  percent  of  the  total.   Debt  and  asset  values  are 
each  expected  to  rise  slightly,  leaving  the  farm  sector  debt-to-asset  ratio  at  15-17  percent, 
about  the  same  since  1989.  '       ' 

General  Economy 

Strong  growth  during  the  fourth  quarter  brought  U.S.  real  GDP  growth  for  1993  to 
2.9  p)ercent.   Macroeconomic  conditions  are  expected  to  improve  in  1994  with  real  GDP 
growth  reaching  3-3.5  percent.    Strength  is  expected  in  business  investment,  spending  on 
consumer  durables  and  residential  investment.   These  factors  will  offset  the  drag  of  an 
increasing  trade  deficit  and  slow  government  spending.    Agriculture  and  rural  America  will 
benefit  from  low  energy  prices,  low  inflation-with  the  Consumer  Price  Index  (CPI)  below  3 
percent~and  low  interest  rates~with  the  bank  prime  rate  averaging  near  1993's  6.0  percent. 
The  U.S.  unemployment  rate  is  expected  to  trend  downward  from  an  average  of  6.8  percent 
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in  1993.   The  pattern  of  smaller  increases  in  the  CPI  for  food  than  in  the  CPI  for  all  items 
that  we  have  seen  the  last  three  years  is  expected  to  continue  in  1994. 

Generally  improving  economic  growth  around  the  world  will  support  the  U.S. 
economic  expansion  and  farm  export  prospects.    In  fact,  the  risk  to  the  macroeconomic 
forecast  above  is  that  the  foreign  developed  economies  do  not  improve  and  exacerbate  our 
trade  deficit.   However,  Western  Europe,  particularly  Germany,  France,  and  Italy,  appear  to 
be  moving  out  of  recession.   In  Japan,  growth  is  less  promising.   Prospects  appear  more 
favorable  in  other  Pacific  Rim  markets.   Eastern  Europe  appears  poised  to  finally  experience 
positive  economic  growth  but  problems  of  excessive  inflation,  negative  economic  growth, 
and  debt  continue  in  the  nations  of  the  Former  Soviet  Union  (FSU). 

Beneficial  increases  in  regional  trade  are  expected  from  NAFTA,  although  initial 
increases  will  be  moderate.    Immediate  trade  expansion  is  expected  in  beef,  cattle,  com,  and 
some  fruits,  such  as  pears.    Implementation  of  the  Uruguay  Round  agreement  would  lead  to 
additional  benefits  for  agriculture  and  other  sectors  from  more  open  global  trade. 

In  rural  America,  home  to  69  million  people,  there  has  been  no  progress  in  lowering 
the  rural  poverty  rate  since  1980.   Rural  poverty  stands  at  16.8  percent,  compared  to  13.9 
percent  in  urban  places.   The  working  poor  are  more  likely  to  be  in  rural  areas.   The 
continuing  prevalence  of  low-skilled,  low-paying  jobs  is  highlighted  by  average  earnings  per 
job  in  nonfarm  industries  of  $19,600  in  rural  areas,  73  percent  of  the  level  in  urban  places. 

Throughout  the  1980's  rural  unemployment  rates  were  higher  than  urban  rates,  but 
this  has  reversed  in  the  1990's.    In  1993,  the  nonmetro  unemployment  rate  was  6.5  percent 
compared  to  6.9  percent  in  metro  places.   The  reversal  may  reflect  peculiar  problems  that 
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metro  places  are  having  recovering  from  the  recession  rather  than  fundamental  improvement 
in  nonmetro  employment  opportunities.    While  the  unemployment  rate  has  improved  in  rural 
areas,  labor  force  participation  remains  at  63.4  percent,  3.5  percentage  points  lower  than  in 
urban  places. 
Outlook  for  Specific  Commodities 

Grains  overview.    World  grain  production  in  1993/94  is  down  almost  5  percent  from 
last  year's  record.    The  main  cause  is  a  one-third  drop  in  U.S.  coarse  grain  production  which 
is  more  than  offsetting  foreign  production  increases.  .After  a  strong  rebound  in  1992,  FSU 
grain  output  slipped  4  percent  in  1993.   Global  wheat  production  is  virtually  unchanged  and 
rice  production  is  down  marginally. 

Global  grain  consumption  is  projected  up  slightly  to  a  record-high.   Because  use  will 
be  well  above  production,  global  grain  stocks  could  drop  to  their  lowest  level  since  1980/81. 
The  U.S.  share  of  global  grain  stocks  is  down  sharply.    Stock  reductions  will  be  concentrated 
in  U.S.  feed  grains.   World  grain  exports  are  expected  to  decline  about  5  percent  mainly  due  s 
to  reduced  imports  by  the  FSU,  and  another  world  trade  drop  could  occur  in  1994/95  if  the 
FSU  again  reduces  grain  imports.    »;  >       - .     ,  ,  ;     v:     '?.;='  vfi^'i-  "   i>;  -k  ■       .^< 

Wheat.   World  wheat  production  is  up  less  than  1  percent  in  1993/94  but  use  is 
projected  up  nearly  3  percent.   Explaining  the  larger  use  are  income  growth  across  much  of 
Asia,  larger  crops  in  Eastern  Europe  and  the  Middle  East,  and  increased  wheat  feeding  in  the 
European  Union  (EU)  in  response  to  lower  prices  prescribed  by  reform  of  the  Common 
Agricultural  Policy  (CAP).   Global  stocks  will  be  about  unchanged.    .  -■.•  ,-  ,   i,.v;- /•  •- 
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Global  wheat  exports  are  forecast  down  9  percent  from  1992/93  as  reduced  imports 
by  the  FSU,  China,  and  India  more  than  offset  gains  in  other  countries.   Smaller  global  trade 
demand  will  lower  U.S.  exports,  but  aggressive  use  of  the  Export  Enhancement  Program  is 
keeping  the  U.S.  market  share  near  last  year's  33  percent. 

U.S.  wheat  output  is  down  2  percent  in  1993/94  because  disease  problems  and 
prolonged  wet  conditions  cut  spring  wheat  yields.    However,  total  supplies  are  up  slightly 
because  of  larger  carryin  stocks  and  imports  forecast  at  95  million  bushels.   Gains  in  "--' 

domestic  use  this  season  will  only  partially  offset  the  smaller  exports,  leading  to  a  moderate 
increase  in  ending  stocks.   Farm  prices  are  expected  to  average  $3.10  to  $3.25  per  bushel  for 
1993/94,  compared  to  $3.24  for  1992/93. 

For  1994/95,  the  wheat  ARP  is  again  0  percent.    Reported  winter  wheat  seedings  of 
50.6  million  acres  are  down  2  percent  from  1993/94.   Winter  wheat  is  dormant  with       '  '^ 
adequate  snow  cover.   Attractive  prices  are  expected  to  increase  1994  spring  wheat  plantings, 
and  with  average  yields,  U.S.  wheat  supply,  demand,  and  national  average  prices  in  1994/95 
will  likely  approximate  this  year's  levels.   Reports  of  tenuivirus  in  Kansas  and  Texas  and 
dryness  in  parts  of  the  Southern  Plains  will  be  closely  followed. 

Coarse  Grain.    Global  coarse  grain  production  fell  9  percent  in  1993/94,  driven  down 
by  a  one-third  drop  in  U.S.  output  that  outweighed  growth  in  foreign  output.   Global 
consumption  is  expected  to  drop  in  1993/94  primarily  because  of  reduced  U.S.  com  use. 
Global  stocks  are  expected  to  fall  to  the  lowest  level  since  1983/84  with  most  of  the  stock 
adjustment  in  the  United  States. 
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World  coarse  grain  trade  is  forecast  3  percent  below  1992/93  with  the  United  States 
feeling  the  brunt  of  the  decline.    Tight  U.S.  supplies  and  higher  prices  are  expected  to  cause 
the  U.S.  market  share  to  fall  from  last  year's  58  percent  to  46  percent. 

The  one-third  drop  in  U.S.  com  production  is  substantially  reducing  domestic  stocks 
and  use,  and  raising  price  from  1992/93.   The  stocks-to-use  ratio  will  likely  drop  from  25 
percent  to  10  percent,  the  lowest  since  1972/73.   The  season-average  price  for  com  is 
forecast  to  be  $2.55-$2.75  per  bushel  compared  to  $2.07  in  1992/93. 

For  1994/95,  the  com  ARP  is  0  percent,  down  from  10  percent  last  year.   The  lower 
ARP  and  this  season's  stronger  prices  will  increase  com  plantings  in  1994,  reducing 
concerns  about  feed  availability  and  export  supplies  in  1994/95.   Harvested  com  acreage  may 
approximate  73  million,  10  million  above  1993.   With  average  yields,  1994/95  com 
carryover  stocks  would  return  to  a  more  normal  1.3-1.5  billion  bushels.   Com  demand  would 
begin  to  see  a  boost  from  the  proposed  30-percent  ethanol  mandate  in  reformulated  gasoline 
markets  during  1995.   The  mandate  is  projected  to  raise  ethanol  production  by  500  million 
gallons,  the  equivalent  of  200  million  bushels  of  com.  ■ 

Rice.    World  rice  production  is  projected  to  decline  slightly  in  1993/94,  primarily 
because  of  smaller  crops  in  China,  Japan,  the  Koreas,  Thailand,  and  the  United  States. 
World  use  is  forecast  to  exceed  production  for  the  third  consecutive  year,  resulting  in  the 
lowest  stocks  since  1976/77. 

Global  rice  trade  in  calendar  1994  is  projected  at  a  record  15.4  million  metric  tons, 
up  5  percent  from  1993,  due  mainly  to  substantial  imports  by  Japan  in  response  to  its  poor 
1993  harvest.   The  United  States  is  one  of  several  exporters  sharing  this  new  access  to  the 
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Japanese  rice  market,  along  with  China,  Thailand,  and  Australia.   Japan's  calendar  1994 
imports  are  projected  at  2  million  metric  tons,  making  Japan  the  largest  buyer  of  rice. 

Higher  import  demand  combined  with  tight  supplies,  particularly  among  the  major 
exporters,  including  the  United  States,  has  resulted  in  substantially  higher  rice  prices  this 
season.   The  U.S.-season  average  price  for  1993/94  is  expected  to  be  $8.00-$9.50  per 
hundredweight,  compared  to  $5.89  in  1992/93. 

The  0  percent  ARP  for  rice  in  1994  and  higher  price  prospects  will  induce  more 
plantings,  leading  to  larger  production  in  1994.    With  more  water  available  in  California, 
acreage  should  exceed  the  3.2  million  planted  in  1992,  the  last  year  of  a  0  percent  ARP.   In 
1994/95,  exports  are  again  likely  to  be  strong  with  Japan  buying  more,  and  domestic  use  will 
again  be  up.    Even  so,  the  expected  production  increase  is  likely  to  rebuild  stocks,  but  not 
into  the  legislated  target  range  of  16.5-20  percent  of  use.  ^  ' 

Oilseeds.   World  oilseed  production  in  1993/94  is  projected  at  224  million  metric 
tons,  down  3  million  from  last  year's  record  output.   Weather-related  production  declines  in 
the  United  States  reduced  U.S.  oilseed  production  by  nearly  1 1  million  tons.   Floods  and  wet 
conditions  cut  soybean  production  17  percent  and  drought  cut  peanut  production  22  percent. 
Foreign  production  is  projected  at  a  record  166  million  metric  tons,  up  5  percent  from 
1992/93.   Soybean  production  in  Argentina  and  Brazil  is  projected  to  be  36  million  tons  this 
year,  up  8  percent. 

Projected  world  trade  in  oilseeds  in  1993/94  is  marginally  lower  while  trade  in  oilseed 
meal  is  projected  up  3  percent.   Global  demand  for  protein  meal  is  growing  slowly  because 
of  expected  declines  in  protein  meal  use  in  the  EU  following  CAP  reform,  and  weak  demand 
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in  Eastern  Europe  and  in  the  FSU.    Most  of  the  demand  strength  for  protein  meal  is  in  the 
United  States,  the  emerging  markets  in  Asia,  and  Latin  America. 

U.S.  soybean  exports  are  projected  down  21  percent  to  605  million  bushels.   U.S. 
meal  exports  are  expected  to  fall  the  same  percentage.   This  will  move  the  U.S.  trade  share 
in  soybeans  and  soybean  meal  below  35  percent  for  the  first  time. 

The  U.S.  soybean  crush  is  forecast  down  by  only  3  percent  to  1,240  million  bushels, 
as  domestic  protein  meal  demand  remains  strong.   The  lower  crush,  and  a  second  year  of 
subpar  soybean  oil  extraction  rates  is  tightening  the  vegetable  oil  balance  and  pressuring 
prices.   Despite  this,  domestic  soybean  oil  disappearance  continues  strong  with  a  substantial 
drawdown  of  stocks  expected.      „•-,,    i-vj     ,'■;  ■ 

Season-average  farm  prices  for  soybeans  are  expected  to  be  $6.25-$6.75  a  bushel  for 
1993/94,  compared  with  $5.60  last  year.  Vegetable  oil  prices  are  constituting  a  much  larger 
share  of  oilseed  value  this  year,  with  soybean  oil  prices  expected  to  average  27-29  cents  per 
pound,  up  nearly  30  percent  from  1992/93.  -       .         ,  ,  -  ,      -    .'. 

Projected  ending  stocks  of  soybeans  are  an  extremely  tight  155  million  bushels.    A 
small  increase  in  planted  soybean  acres  from  1 993 's  59.3  million  acres  is  expected  in  1994, 
with  the  increase  limited  by  relatively  more  attractive  com  prices.   A  return  to  more  normal 
yields  would  return  soybean  carryover  stocks  to  a  more  normal  level.  .-       ;. 

Cotton.   Global  cotton  production  in  1993/94  is  forecast  to  fall  below  80  million  bales 
for  the  first  time  in  4  years,  primarily  because  of  smaller  crops  in  China  and  Pakistan.   Use 
is  expected  to  again  exceed  production  leading  to  a  further  tightening  of  world  stocks  and 
easing  their  price-reducing  effect.  . ..   .  •  ^  ..-.■■ 
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Global  trade  is  forecast  up  slightly,  with  the  United  States  providing  much  of  the 
increased  exports.    The  U.S.  share  of  trade  in  1993/94  is  expected  to  increase  nearly  5 
percentage  points  to  25  percent. 

The  1993/94  U.S.  cotton  crop  totaled  16.2  million  bales,  virtually  unchanged  from 
1992/93.   Slightly  larger  supplies  are  supporting  strong  domestic  mill  use  of  10.2  million 
bales  and  a  1.3-  million-bale  increase  in  exports  to  6.5  million.   The  weighted  average  farm 
price  for  the  first  4  months  of  this  season  was  55  cents  per  pound.   However,  reflecting 
eroding  crops  in  China,  India  and  Pakistan,  the  January  spot  price  of  SLM  1-1/16  inch 
averaged  66.5  cents  a  pound.  .      -      >  : 

In  1994/95,  U.S.  production  and  use  are  expected  to  be  larger.    Although  the  ARP  is 
up  slightly  from  7.5  percent  to  11  percent,  with  normal  weather,  upland  cotton  yields  are 
expected  to  improve  from  1993's  level.    Continued  macroeconomic  growth  is  expected  to 
maintain  strong  domestic  use.    Early  season  U.S.  exports  are  likely  to  benefit  from  tight 
foreign  stocks  but  could  face  increased  competition  from  recovering  foreign  production 
during  the  later  half  of  1994/95.   The  result  is  expected  to  be  a  small  increase  in  carryover 
stocks  but  in  line  with  the  Farm  Bill  target  of  30  percent  of  use. 

Fruit.  Vegetables,  and  Other  Crops.    Grower  cash  receipts  from  vegetables  are 
forecast  at  $12.1  billion  in  1994,  up  2.5  percent  from  1993.    Cash  receipts  for  fruit  and  tree 
nuts  are  forecast  at  $10.4  billion  in  1994,  up  more  than  2  percent  from  1993.    Strong 
processor  demand  for  potatoes  and  reduced  winter  tomato  acreage  in  Florida  are  increasing 
these  vegetable  prices.    Prices  for  Florida  oranges  have  improved  from  a  year  ago.    U.S. 
apple  production  declined  in  1993,  but  large  stocks  are  holding  prices  steady.      '  '     '• 
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The  greenhouse,  turf  grass,  and  nursery  industry  is  one  of  the  fastest  growing 
agricultural  sectors.   Cash  receipts  are  forecast  to  grow  4  percent  to  $9.8  billion  in  1994. 
Horticultural  product  exports  are  also  forecast  up  4  percent  in  fiscal  1994  to  $7.6  billion. 

U.S.  sugar  production  is  forecast  at  a  7.54  million  short  tons,  raw  value,  in  fiscal 
1993/94.   This  is  the  second  highest  production  on  record  but  4  percent  below  1992/93. 
Beet  sugar  production  is  down  because  of  flooding  and  excessive  rain  in  Minnesota  and 
North  Dakota.   Domestic  sugar  use  is  expected  to  rise  nearly  2  percent  to  9.23  million  tons. 
Forecast  tighter  sugar  stocks  and  higher  prices  for  com  sweeteners  are  supporting  higher 
sugar  prices.   The  U.S.  domestic  price  for  raw  sugar  in  January  1994  averaged  22.0  cents 
per  p)ound,  up  1.2  cents  from  January  1993.       ::■'"'-''■  ,.•..;     ,  . 

U.S.  tobacco  production  was  down  6  percent  in  1993  because  of  reduced  acreage  and 
lower  yields.   Despite  increased  supports,  flue-cured  and  burley  tobacco  prices  are  lower 
because  of  surplus  world  leaf  supplies  and  weak  demand.   U.S.  tobacco  production  likely 
will  decline  again  in  1994. 

Livestock  and  Poultry.   Total  U.S.  livestock  and  poultry  production  is  expected  to 
increase  2-3  percent  in  1994,  following  an  increase  of  1.3  percent  in  1993.   Beef  production 
is  expected  to  be  up  3-4  percent;  poultry,  5  percent;  but  pork,  down  2-3  percent.   Livestock 
sector  profitability  will  be  strained  by  higher  feed  grain  and  soybean  prices  and  steady-to- 
lower  slaughter  prices.  •  •     " 

The  inventory  of  U.S.  cattle  was  up  1  percent  on  January  1,  1994,  the  fifth 
consecutive  year  of  herd  rebuilding  after  the  steady  declines  of  the  1970s  and  1980s.   The 
number  of  cattle  on  feed  was  up  2  percent  from  a  year  earlier  and  the  highest  since  1979. 
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Despite  higher  feed  prices,  feedlot  placements  are  anticipated  to  run  slightly  more  than  last 
year,  as  indicated  in  the  strong  demand  for  feeder  cattle,  whose  prices  have  fallen  little  from 
a  year  ago.    Consequently,  fed  cattle  slaughter  will  show  a  small  increase.    Increased  beef 
production  is  expected  to  result  in  slaughter  prices  that  average  a  couple  of  dollars  less  than 
1993's  $76  per  hundredweight  average. 

Expected  smaller  pork  production  in  1994  will  mitigate  downward  price  pressure  on 
beef  and  poultry.    A  modest  herd  reduction  that  began  last  June  will  likely  continue  as 
•farrowing  intentions  are  down  for  the  December  1993  to  May  1994  period.    Barrow  and  gilt 
prices  for  1994  are  forecast  to  remain  around  1993's  average  of  $46  per  hundredweight. 

Broiler  production  will  continue  its  demand-driven  increase,  up  about  5  percent  to 
over  23  billion  pounds  in  1994,  compared  with  5.5  percent  growth  in  1993.    With  overall 
larger  meat  supplies,  broiler  prices  are  expected  to  average  50-56  cents  a  pound  in  1994, 
compared  with  55.2  cents  in  1993.    Exports  of  broiler  meat  increased  about  28  percent  in 
1993  and  are  expected  to  remain  strong  in  1994.  «  , 

Egg  production  in  1994  is  expected  to  be  about  6  billion  dozen,  up  1  percent  from 

1993.  Higher  feed  costs  and  lower  egg  prices  are  expected  to  reduce  producers'  returns  in 

1994.  - 

Per  capita  consumption  of  red  meat  and  poultry  fell  marginally  in  1993  but  is 
expected  to  show  a  3-pound  increase  to  211  pounds  (retail  weight)  in  1994.    As  in  recent 
years,  increased  broiler  consumption  will  account  for  most  of  the  gain. 

Dairy.    U.S.  milk  production  in  1992/93  was  up  0.7  percent.    Gains  in  output  per 
cow  continued  to  offset  declining  herd  size.    Commercial  use  of  dairy  products  increased 
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over  2  percent.    During  1993/94,  milk  production  is  expected  to  remain  flat  while 
commercial  use  again  increases  almost  2  percent.   The  use  of  bST  will  help  boost  output  per 
cow  during  1994,  with  an  average  of  10  percent  of  the  U.S.  herd  expected  to  be  treated 
during  the  fourth  quarter  of  1994. 

With  dairy  product  use  outstripping  production,  CCC  net  removals  of  dairy  products 
under  the  price  support  program  are  forecast  to  decrease  to  around  5  billion  pounds,  total 
solids  basis  in  1993/94,  compared  with  5.6  billion  pounds  in  1992/93.   The  all  milk  price  for 
1993/94  is  expected  to  average  $12.25-$13.05  per  hundredweight,  compared  with  $12.75  in 
1992/93. 
Food  Prices 

The  Consumer  Price  Index  (CPI)  for  food  rose  2.2  percent  in  1993,  compared  with  a 
3.0  percent  increase  in  the  CPI  for  all  items.   The  outlook  for  1994  is  for  continued 
moderate  rises  in  food  prices  of  2-4  percent.    Low  inflation  will  keep  the  costs  of  processing 
and  distributing  food  from  rising  substantially.    Supplies  of  meats  will  be  ample  and  per 
capita  consumption  is  expjected  to  increase  without  pressuring  overall  retail  meat  prices. 
Following  an  8-percent  surge  in  1993,  retail  egg  prices  are  expected  to  fall  4-5  percent. 
Fruit  and  vegetable  prices  are  expected  to  rise  1-3  percent,  about  the  same  as  in  1993.  The 
largest  increases  are  expected  in  cereals  and  bakery  products,  up  3-5  percent,  where  record 
high  flour  prices  have  been  a  factor  in  early  1994.    A  recovery  in  1994  grain  yields  would 
moderate  price  pressure. 
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Farm  Income  and  Finance 

Estimated  net  cash  farm  income  (agriculture  sector  cash  receipts  minus  cash  expenses) 
for  1993  is  $59  billion,  up  $1.3  billion  from  1992.    Increases  in  cash  receipts  and 
government  payments  moved  gross  cash  income  over  $190  billion  but  this  was  largely  offset 
by  increased  cash  expenses.  .'■■■■■■ 

Net  cash  income  for  1994  is  projected  to  be  $58-$66  billion.   This  range  reflects  the 
prospects  for  higher  cash  receipts  for  crops  as  higher  prices  persist  into  1994  and 
expectations  of  only  moderately  higher  cash  expenses. 

Estimated  net  farm  income  (which  accounts  for  nonmonetary  costs  and  returns  and 
inventory  change)  for  1993  is  $44  billion,  down  almost  $5  billion  from  1992,  mainly  due  to 
a  large  decrease  in  the  value  of  crop  inventories.    Net  farm  income  is  an  estimate  of  the 
annual  production  value  in  U.S.  agriculture  and  is  used  to  develop  the  National  Income  and 
Product  Accounts.    With  average  yields,  a  major  turnaround  in  net  farm  income  is  expected 
in  1994.   The  prospect  of  improved  crop  output  and  continuing  strong  prices  for  many 
commodities  supports  a  forecast  of  $50  to  $58  billion. 

Farm  operator  household  income  for  1993  is  forecast  to  average  $39,8(X).    Average 
household  income  is  expected  to  rise  slightly  in  1994  as  both  the  national  and  farm  economy 
improve,  with  the  contribution  from  farm-based  income  sources  likely  remaining  near  12 
percent.    Farm  income  accounts  for  roughly  70  percent  of  farm  income  in  those  operations 
where  farm  sales  exceed  $250,000. 
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The  farm  sector  debt-to-asset  ratio  is  expected  to  remain  near  15-17  percent.   Total 
farm  sector  equity  is  expected  to  increase  3-4  percent  in  1994  as  the  value  of  farm  real  estate 
assets  expands  far  more  rapidly  than  real  estate  debt. 

The  floods  and  droughts  of  1993  had  major  financial  impacts  on  the  farms  in  the 
midwest  and  southeast.   Coming  into  1993,  about  15  percent  of  commercial-sized  farms  in 
the  9  flood-affected  midwest  states  were  either  highly  leveraged  (debt-to-asset  ratios  above  40 
percent),  making  them  very  susceptible  to  income  losses,  or  they  were  highly  leveraged  and 
had  negative  net  farm  income.    Consequently,  the  flood  losses  could  affect  a  large  number  of 
farms  simultaneously  and  have  been  of  national  concern.    The  federal  crop  insurance 
program  and  special  disaster  payments  have  mitigated  these  losses.    In  9  midwest  states  57 
percent  of  the  insurable  acres  participated  in  the  Federal  Crop  Insurance  program.   About 
$960  million  in  indemnities  have  been  paid  in  these  states  by  February  9,  1994.    In  six 
southeast  states,  indemnities  have  reached  $196  million  for  drought  damage.    Disaster 
assistance  payments  have  reached  almost  $1  billion  in  the  midwest  and  are  near  $200  million 
in  the  southeast. 
Farm  Program  Developments 

CCC  outlays  on  price  and  income  support  programs  in  fiscal  year  1994  are  projected 
at  $12.1  billion,  nearly  25  percent  below  fiscal  year  1993.   The  decrease  primarily  reflects 
higher  feed  grain  prices  which  will  result  in  a  near  $5  billion  decrease  in  outlays  for  the  feed 
grain  program,  and  reduced  outlays  for  export  programs.    Projected  outlays  include  disaster 
assistance  of  over  $2.6  billion. 
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Acreage  planted  to  principal  crops  is  expected  to  increase  in  1994  as  the  ARP  levels 
are  set  at  zero  for  all  deficiency  payment  crops  except  cotton.   Other  than  36  million  acres  in 
the  Conservation  Reserve  Program,  fewer  than  15  million  acres  are  expected  to  be  set  aside 
or  reduced  under  farm  programs  in  1994.    It  is  anticipated  that  some  midwest  producers  with 
severely  flood  damaged  fields  will  use  the  0-92  provisions  because  producing  a  crop  will  not 
be  possible.  ' 

Conclusion 

The  1993/94  season  represents  a  reversal  in  the  supply-demand  balance  for  major  crops. 
Because  of  the  1993  production  declines,  carryover  stock  levels  this  season  are  expected  to 
be  near  those  of  the  mid-1970's,  the  U.S.  share  of  world  stocks  will  be  unusually  low  and 
prices  higher— particularly  for  feed  grains,  soybeans,  and  rice.    Meat  production  has  been 
record  high,  supporting  record  per  capita  consumption  and  substantial  exports,  particularly 
for  poultry.    The  story  is  mixed  when  it  comes  to  tobacco,  sugar,  and  horticultural  crops,  but 
generally  production  value  is  up  and  exports  are  growing. 

Agricultural  exports  will  be  flat  in  fiscal  year  1994  but  at  a  relatively  high  level.    The 
agricultural  trade  surplus  will  hold  at  $18  billion.   The  expansion  in  agricultural  exports 
should  resume  as  key  developed  country  markets  emerge  from  recessions,  and  U.S.  goods 
become  more  affordable.    NAFTA  provides  immediate  gains  for  some  commodities  and  long 
term  opportunities  in  Mexico  for  U.S.  producers.    Implementation  of  the  Uruguay  Round 
agreement  in  1995  will  fundamentally  benefit  U.S.  agriculture  by  guaranteeing  market  access 
for  U.S.  goods  and  by  reducing  export  subsidies  that  depress  prices  and  distort  trade. 
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The  prospects  for  farm  income  are  favorable  but  significant  numbers  of  farms, 
particularly  smaller  enterprises,  face  fmancial  stress.    Food  price  increases  are  expected  to  be 
moderate,  helping  to  slow  the  overall  cost  of  living  and  the  cost  of  food  assistance  programs. 
Improvements  in  the  general  economy  coupled  with  development  programs  like  the  rural 
empowerment  zones  and  rural  enterprise  communities  offer  hope  for  persistently  low  income 
rural  communities. 

In  many  respects,  1994  will  be  a  pivotal  year.   Despite  low  stocks,  high  prices  and 
the  most  0  percent  ARPs  since  1982,  harvested  acreage  of  feed  grains  and  wheat  combined 
in  1994  is  expected  to  be  30  million  below  the  1981  peak,  constrained  by  the  CRP  and  the  0- 
85/92  program.   The  last  15  years  have  witnessed  a  drama  of  tight  supplies,  surplus  and  now 
tightness  again.   Our  underlying  long-term  capacity  to  supply  sufficient  food  at  reasonable 
prices  is  clear;  the  question  is:   will  it  re-emerge  in  1994?  The  current  outlook  says  yes,  but 
it  is  strongly  premised  on  a  return  to  normal  U.S.  yields  and  a  continued  decline  in  FSU 
grain  imports.    In  1994/95,  FSU  grain  imports  may  be  10-15  million  tons,  compared  to  a 
peak  of  over  50  million  in  1984/85.   A  combination  of  low  yields  here  and  unexpected 
demand  abroad  could  set  in  motion  a  very  disruptive  adjustment  in  crop  and  livestock 
markets  that  could  take  a  couple  of  years  to  play  out. 

Mr.  Chairman,  that  completes  my  statement.    I  would  be  pleased  to  address  any 
questions  you  or  the  other  members  might  have.        -- 
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OVERVIEW  OF  1994  PROSPECTS 

*  A  return  to  nomal  weather  and  improvement  in  the  domestic  and  world 
economies  should  set  the  stage  for  a  more  productive  year  for  U.S.  agriculture 
in  1994,  following  the  worst  flooding  In  over  100  years  and  serious  drought  in 
1993.   Crop  production  will  likely  increase  5  to  10  percent  following  a  14- 
percent  decline  in  1993,  and  another  record  is  in  store  for  output  of  animal 
products . 

*  Higher  prices  for  many  commodities  are  expected,  due  to  last  year's 
smaller  crops  and  reduced  carryin  levels.   Coupled  with  larger  output, 
farmers'  cash  receipts  are  forecast  to  rise  by  1-5  percent  in  1994.   Cash 
expenses,  fairly  steady  the  past  two  years,  are  forecast  between  -1  and  4 
percent.   In  the  absence  of  adverse  weather,  government  payments  to  farmers 
could  range  from  $10  to  $12  billion,  compared  with  1993 's  6 -year  high  of  $11.0 
billion,  leaving  1994  net  cash  income  in  the  range  of  $58  to  $66  billion,  at 
or  a  little  above  last  year's  estimated  $59  billion. 

*  The  income  of  farm  operator  households  dropped  an  estimated  2  percent  last 
year  from  the  1992  level  of  $40,613  per  household.   About  12  percent  of  income 
came  from  farming  activities.   Better  employment  prospects  suggest  a  slight 
increase  in  1994.   Farm  operator's  income  from  farming  held  at  about  $4,900  in 
1992  and  1993.   No  major  change  in  this  level  is  expected  this  year. 

*  Disaster  assistance  will  be  an  important  factor  in  1994  government 
payments,  as  farmers  get  relief  help  for  last  year's  floods  in  the  Corn  Belt 
and  Great  Plains  and  the  drought  that  parched  crops  in  the  Southeast.   The 
viability  of  farms  damaged  by  flood  or  excessive  rains  in  the  nine  affected 
States  of  the  Midwest  is  a  great  concern.   Entering  1993,  about  15  percent  of 
commercial  farmers  in  these  States  were  considered  financially  vulnerable 
because  they  were  highly  leveraged,  and  some  had  negative  net  farm  income. 
Then  weather  adversities  last  year  prevented  or  ruined  crops  on  many  farms  and 
damaged  land,  equipment  and  Infrastructure.   Even  with  only  normal  rain,  some 
fields  could  be  too  wet  to  plant  this  spring. 

*  U.S.  economic  growth  of  about  3  percent  is  forecast  for  1994,  up  from  2.9 
percent  last  year.   Increased  spending  on  consumer  durables,  business 
Investment  and  housing  are  leading  the  recovery.   Even  so,  inflation  and 
interest  rates  are  not  expected  to  rise  much  above  last  year's  very  favorable 
levels.   Further  job  growth  is  expected,  although  the  pace  may  moderate. 

*  While  consumer  demand  for  food  will  Increase  with  economic  recovery,  the 
increase  in  retail  food  prices  is  placed  at  only  2-4  percent,  about  the  same 
as  in  1993.  Moderating  factors  include  low  inflation  in  food  processing  and 
retailing  costs  and  ample  supplies  of  meats.   Expected  lower  beef  prices  will 
be  offset  by  higher  pork  prices,  steadying  retail  meat  prices  overall. 

*  The  fiscal  year  that  ended  in  October  1993  saw  food  assistance  spending 
rise  5  percent  to  $35.4  billion.  A  record  27  million  people  received  Food 
Stamps.   In  fiscal  year  1994,  budget  authority  for  food  programs  increases  to 
$39.5  billion,  with  outlays  for  Food  Stamps,  the  WIC  Program,  and  School 
Lunches  all  increasing.   Further  increases  in  WIC  and  School  Lunch  spending  is 
expected  in  fiscal  year  1995. 

*  World  economic  growth  slowed  to  1.6  percent  in  1993.   Both  Europe  and 
Japan  experienced  negative  growth.   With  a  brighter  general  picture  in  most 
industrial  countries,  world  growth  of  2.5  percent  is  forecast  for  1994. 
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*  U.S.  agricultural  exports  are  steady,  forecast  at  $42.5  billion  for  fiscal 
year  1994,  matching  the  two  prior  years.   Export  volumes  for  wheat,  feed 
grains  and  oilseeds  are  curtailed  by  last  year's  weather -reduced  crops.   But 
higher  feed  grain  and  soybean  prices  will  hold  the  drop  in  bulk  export  value 
to  5  percent.   Expected  rice  and  cotton  exports  are  up  in  volume  and  value. 

*  High-value  farm  exports  will  continue  to  grow,  aided  by  rising  global 
demand,  falling  trade  barriers,  tariff  reductions  in  many  countries  and  U.S. 
export  promotion  activities.   The  successful  conclusion  of  the  NAFTA  and  GATT 
agreements  bode  well  for  long-term  growth  in  U.S.  farm  exports. 

*  The  U.S.  agricultural  trade  surplus  for  fiscal  year  1994  is  placed  at  $18 
billion,  unchanged  from  the  past  two  years.   Farm  imports  are  expected  to 
remain  at  $24.5  billion,  with  higher  values  for  grain,  oilseed  and 
horticultural  imports  offsetting  a  45-percent  drop  in  unmanufactured  tobacco 
imports . 

*  World  grain  production  in  1993/94  is  down  almost  5  percent  from  last 
year's  record  as  U.S.  output  dropped  more  than  one -fourth.   Global  ending 
stocks  could  be  the  lowest  since  1980/81.   U.S.  total  grain  exports  and  market 
share  could  see  their  lowest  levels  since  1985/86. 

*  U.S.  wheat  production  for  1993/94  dropped  by  2  percent,  but  a  larger 
carryin  boosted  total  supplies.   With  use  down,  ending  stocks  will  increase. 
Farm  prices  could  average  a  little  below  the  $3.24  per  bushel  of  1992/93. 

*  U.S.  feed  grain  production  plunged  by  one -third  In  1993/94.   Even  with 
reduced  domestic  corn  use  and  exports,  ending  corn  stocks  are  predicted  to  be 
the  smallest  since  1975/76,  and  farm  prices  are  forecast  to  average  $2.55- 
$2.75  per  bushel,  compared  with  $2.07  in  1992/93. 

*  While  the  U.S.  rice  crop  was  13  percent  smaller,  exports  during  1993/94 
are  likely  to  increase  8  percent,  largely  because  of  exports  to  Japan. 
Projected  farm  prices  of  $8.25-$9.75  per  hundredweight  compare  with  $5.90  last 
season. 

*  U.S.  soybean  production  dropped  by  17  percent  in  1993/94,  and  U.S.  oilseed 
production,  by  16  percent.   Expected  season-average  prices  of  $6.10-$7.20  per 
bushel  are  up  from  $5.60  last  year,  and  soybean  oil  prices  are  sharply  higher. 
Global  oilseed  demand  has  slowed  this  season.   U.S.  soybean  and  meal  exports 
could  drop  to  35  percent  of  world  trade,  the  lowest  share  ever. 

*  Adverse  weather  held  the  1993  cotton  crop  to  the  1992  level,  but  a  larger 
carryin  boosted  supplies.   Strong  experts  to  a  cotton-short  world  are  boosting 
total  use  for  1993/94  and  trimming  ending  stocks. 

*  U.S.  meat  production  in  1994  is  expected  to  rise  2-3  percent  to  another 
record,  sending  per  capita  consumption  over  211  pounds.   U.S.  beef  production 
is  increasing  4  percent,  with  sharpest  gains  in  the  first  half.    Pork 
production  could  decline  2-3  percent,  after  a  1-percent  drop  in  1993.   Broiler 
production  is  expanding  about  5  percent,  matching  last  year's  gain. 

*  Milk  production  is  projected  to  grow  almost  1  percent  in  1994,  after 
holding  nearly  steady  in  1993.   Cow  numbers  are  likely  to  keep  declining,  but 
output  per  cow  will  increase  despite  higher  feed  costs.   Adoption  of  bST  will 
help  boost  output  per  cow. 
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MACROECONOMIC  OUTLOOK 

*  Analysts  call  for  continued  U.S.  growth  in  1994.   GDP  Is  expected  to  grow 
about  3  percent  while  inflation  remains  modest.   The  U.S.  economy  grew  2.9 
percent  in  1993,  with  growth  averaging  4.4  percent  in  the  second  half  of  the 
year.   Spending  on  consumer  durables,  business  investment,  and  housing  led  the 
expansion  during  the  second  half  of  the  year.   These  factors,  plus  improved 
foreign  growth,  will  lead  the  1994  expansion. 

*  Consumer  prices  are  likely  to  rise  about  3  percent  in  1994.   For  the  12 
months  ending  in  December  1993,  consumer  prices  were  up  2.7  percent. 
Excluding  food  and  energy,  consumer  prices  rose  only  3.1  percent,  the  best 
performance  since  1972. 

*  The  growing  economy  will  put  some  upward  pressure  on  interest  rates  in 
1994,  but  rate  increases  are  likely  to  be  modest.   The  recent  tightening  by 
the  Fed  guarantees  higher  short-term  rates.   The  small  increases  in  long  and 
short  rates  during  1994  are  not  expected  to  have  much  Impact  on  business  or 
consumer  spending.   In  1993,  interest  rates  fell  sharply  in  the  late  summer, 
with  yields  on  30  year  Treasury  bonds  dropping  below  6  percent  for  the  first 
time  since  the  bonds  have  been  issued. 

*  Job  growth  will  be  moderate  in  1994,  although  probably  somewhat  slower 
than  in  1993.   Last  year,  job  growth  kept  pace  with  GDP  growth.   The 
unemployment  rate  finished  the  year  at  6.4  percent,  down  from  the  7.2  percent 
of  December  1992. 

*  A  modest  improvement  in  global  economic  performance- -from  1.6  percent  in 
1993  to  2.5  percent- -is  expected  in  1994,  partly  as  a  consequence  of  a  rebound 
in  the  U.S.   The  EU  will  experience  about  1.4  percent  real  growth  in  1994 
after  a  recession  in  1993. 

*  While  dismal  consumer  and  Investment  spending  continues  to  hold  down 
growth  in  Japan,  the  economy  will  post  a  small  positive  gain  in  1994  (0.5 
percent)  from  export  earnings  and  income  from  foreign  investments. 

*  Latin  America  will  expand  moderately  through  the  mid-1990s  as  the  major 
economies,  except  Brazil,  adopt  economically  sound  policies  of  the  1980s. 
Since  50  percent  of  the  region's  exports  end  up  in  the  U.S.,  the  U.S.  recovery 
should  more  than  make  up  for  any  decrease  in  export  growth  to  Europe. 

*  Developing  Asia  will  continue  on  its  strong  path  of  7  percent  growth  in 
1994.   A  favorable  factor  in  the  region's  terms  of  trade  is  the  significantly 
lower  cost  of  imported  petroleum.   Export  markets  in  Europe,  Japan,  and  the 
former  communist  countries,  however,  are  current  poor  prospects. 

*  Throughout  1993  the  U.S.  dollar  showed  strength  against  European 
currencies,  as  interest  rate  differentials  between  dollar-based  assets  and 
European  assets  narrowed  in  favor  of  the  dollar.   The  result  was  the  dollar 
ended  1993  nearly  9.0  percent  stronger  against  the  ECU.   The  dollar  proved 
weak  against  the  Yen  through  most  of  the  year.   While  strengthening  in  the 
last  quarter,  the  dollar  ended  the  year  11  percent  lower  vis-a-vis  the  Yen. 
The  dollar  should  continue  to  strengthen  in  1994,  as  interest  rates  fall  in 
Europe  and  the  recession  in  Japan  continues  through  the  middle  of  the  year. 
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World  and  U.S.  Economic  Growth 


Annual  %  change 
9 


World  less  U.S. 


1971  75 

1993preiimina;y.  1994  forecast 


Real  GDP  Growth 


Region 


1980-89 


1990 


1991 


1992 


1993  P     1994  F 


Percent  change 


World 

United  States  1/ 

World  less  U.S. 

2.7 
2.4 
2.8 

2.2 
0.8 
2.7 

0.7 

-0.7 

1.2 

2.0 
2.6 
1.7 

1.6 
2.9 
1.2 

2.5 
3.0 
2.3 

P  -  Preliminary.   F  -  Forecast. 

1/  Official  U.S.  1994  forecast.   Other  forecasts  by  ERS . 
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Economic  Growth  Abroad 

Annual  %  change 
12 


1993  preOmlnaiy.  1994  forecast 


Real  Foreign  GDF  Growth 


Region 

1980-89 

1990 

1991      1992 

1993  P 

1994  F 

Developed 
Countries 
Less  U.S. 

Developing 
Countries 

2.8 
3.7 

3.3 
3.3 

Percent  change 

1.7       1.2 
3.5       5.5 

0.0 
5.5 

1.2    , 
5.3 

P  -  Preliminary.   F  -  Forecast. 


77-965  0—94- 


-10 


288 


U.S.  Economic  Indicators 


Inflation 

Interest 

UnemploymenC 

Quarters 

Real  GDP  1/ 

CPI-U  1/ 

rate  2/ 

rate 

Percent  

1988 

I 

2.6 

2.9 

5.8 

5.7 

II 

4.3 

4.5 

6.2 

5.5 

III 

2.5 

5.4 

7.0 

5.5 

IV 

3.9 

4.4 

7.7 

5.3 

1989 

I 

3.2 

4.7 

8.5 

5.2 

II 

1.8 

6.3 

8.4 

5.2 

III 

0.0 

3.2 

7.9 

5.2 

IV 

1.5 

4.1 

7.6 

5.4 

1990' 

I 

2.8 

7.1 

7.8 

5.3 

II 

1.0 

4.1 

7.8 

5.3 

III 

-1.6 

7.1 

7.5 

5.6 

IV 

-3.9 

6.9 

7.0 

6.0 

1991 

I 

-3.0 

3.2 

6.1 

6.5 

II 

1.7 

2.5 

5.6 

6.7 

III 

1.2 

2.8 

5.4 

6.8 

IV 

0.6 

3.6 

4.6 

7.0 

1992 

I 

2.9 

2.8 

3.9 

7.2 

II 

1.5 

3.4 

3.7 

7.5 

III 

3.4 

2.6 

3.1 

7.6 

IV 

3.8 

3.3 

3.1 

7.3 

1993 

. 

I 

O.S! 

3.8 

3.0 

7.0 

II 

1.9 

2.8 

3.0 

7.0 

III 

2.9 

1.3 

3.0 

6.7 

IV 

5.9 

2.9 

3.1 

6.5 

1994  2/ 


3.0 


3.0 


3.4 


6.4 


1995  2/ 


2.7 


3.2 


3.6 


6.0 


1/  Percent  change  from  previous  quarter,  annual  rate.   2/  Three -month  Treasury 
Bill.   2/  December  1993  administration  forecasts.   Annual  only.   Seasonally  adjusted  daC; 
except  for  interest  rates. 
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FARM  FINANCIAL  CONDITIONS 

*  First  forecasts  for  1994  Indicate  total  cash  receipts  for  U.S.  fanners  and 
ranchers  of  $175-$182  billion,  up  1-5  percent  from  1993.   Cash  expenses, 
essentially  steady  for  the  past  few  years,  are  forecast  between  -1  and  4 
percent  in  1994.   Government  payments  should  fall  10  percent  from  1993's  6- 
year  high  leaving  1994  net  cash  income  in  the  $58  to  $66  billion  range,  steady 
to  up  slightly  from  last  year. 

*  Published  official  cash  receipt  estimates  reached  a  then-record  $171.2 
billion  in  1992.   Crops  accounted  for  $84.8  billion  and  livestock,  $86.4.   For 
1994,  both  crop  and  livestock  receipts  are  forecast  between  $87  and  $91 
billion.   Crop  receipts  are  forecast  up  from  the  preliminary  1993  estimates, 
while  livestock  receipts  are  not  likely  to  change  much.   Wheat  receipts  are 
expected  up  from  l^st  year  to  near  1992 's  level  while  corn  receipts  are  up 
over  25  percent  because  of  last  year's  reduced  crop.   Fruits,  vegetables,  and 
greenhouse  products  have  been  showing  steady  growth  for  several  years.   On  the 
livestock  side-,  red  meat  receipts  fell  in  1992  while  poultry  and  egg  receipts 
rose.   For  1994,  red  meat  receipts  should  show  little  change  from  last  year 
and  be  near  1991  levels.   Poultry  is  continuing  strong.   For  1994,  dairy 
receipts  could  fall  3-5  percent  from  last  year. 

*  Direct  Government  payments  (principally  deficiency,  disaster,  and 
conservation  rental  payments)  reached  a  record  $16.7  billion  in  calendar  1987. 
They  declined  each  subsequent  year  through  1991.   Due  largely  to  $1.2  billion 
in  disaster  assistance,  1992  payments  rose.   Feed  grain  payments  nearly 
doubled  last  year  and  should  remain  high  for  1994.   Disaster  assistance  is  a 
major  factor  in  1994  payments,  since  much  of  the  relief  payments  for  1993 
flood  and  drought  will  be  made  in  1994. 

*  Total  production  expenses  (both  cash  and  noncash)  were  little  changed  for 
1990-1992.   Low  feed  and  feeder  livestock  prices  benefitted  livestock 
producers.   Steady  to  decreasing  energy  prices  and  falling  interest  rates 
benefitted  everyone.   Total  expenses  are  forecast  up  about  1  percent  for  1993 
and  another  2  percent  for  1994.   Feed  expenses  are  expected  up  in  1994, 
reflecting  the  reduced  1993/94  feed  crop,  but  feeder  livestock  expenses  should 
return  to  1992  levels.   Fertilizer  expenses  could  rise  this  year  as  acreages 
rise.   The  same  situation  is  forecast  for  seed  expenses.   Wage  rates  are 
expected  to  continue  increasing,  mainly  affecting  labor-intensive  fruit  and 
vegetable  operations. 

*  Farm  operator  households'  income  for  1992  averaged  $40,613  per  household, 
with  approximately  12  percent  coming  from  farming  activities .   Farm  household 
income  for  1993  is  forecast  steady  to  down  3  percent  from  1992,  but  is 
expected  to  rise  slightly  in  1994  as  the  general  economy  improves  and  more 
jobs  are  created.   Farm  operator  household's  income  from  farming  held  at  about 
$4,900  in  1992  and  1993,  and  no  major  change  is  expected  in  1994. 


Gross  Cash  Income 
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$  billion 
200 


150 


100 


50 


Farm-relafed 
income 
Government 
payments 


Cash  receipts 


1983  85 

1993  and  1 994  forecast 


Gross  Cash  Income 


Item 

1989 

1990 

1991 

1992 

1993  F 

1994  F 

Billion 

dollars 

-  ,    i 

Cash  receipts 

161.2 

170.0 

168.7 

171.2 

172 

175-182 

Direct  government 
payments 

10.9 

9.3 

8.2 

9.2 

11 

10-12 

Farm- related  Income 

7.8 

7.6 

7.8 

7.6 

7 

7-9 

Gross  cash  Income 

179.8 

186.8 

184.7 

187.9 

190 

193-201 

F  -  Forecast 
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Net  Cash  Income  and  Cash  Expenses 


$  billion 
200r 


1983  85 

1993and1994k>recasL 


89 


Gross  cash  income 


Cash  expenses 


Net  cash  income 


Net  Cash  Income 


Item 


1989 


1990 


1991 


1992 


1993   F  1994   F 


Gross  cash  Income 

179 

8 

186 

8 

Cash  expenses  1/ 

125 

1 

130 

9 

Net  cash  Income 

54 

7 

55 

9 

Billion  dollars 
184.7  187.9 

131.4  130.2 

53.3  57.7 


190  193-201 

131  130-138 

59  58-66 


F  -  Forecast.      XL  Excludes  expenses   associated  with  the   operator  dwelling. 
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Cash  Production  Costs 


Other 


Interest 
Fuels,  oils,  elec 

Seed,  fertilizer, 
pesticides 

Feed  and  livestcx:k 


1983  85 

1993  and  1994  kxecast 


Farm  Production  Cost  Components 


Items 


1990 


1991 


1992 


1993 


1994  F 


Feed  and  livestock  purchased 
Seed,  fertilizer,  pesticides 
Fuels,  oils,  and  electricity 
Total  interest  charges  1/ 
Hired  and  contract  labor 
Capital  consumption  \J 
Taxes  and  rent  XJ 
Other  costs  1/ 

Total  production  costs 


35.2 

33.6 

18.1 

20.1 

8.4 

8.2 

13,3 

12.1 

14.0 

13.9 

17.7 

17.6 

14.8 

14.7 

28.4 

30.1 

Billion  dollars 

33.6 
19.7 
7.9 
11.4 
14.1 
17.8 
15.4 
29.2 


149.9 


150.3 


149.1 


35 

33-38 

20 

18-23 

8 

7-9 

11 

9-13 

14 

12-16 

18 

16-20 

15 

13-17 

30 

29-32 

51 

150-159 

F  -  Forecast. 

1/  Includes  expenses  associated  with  the  operator  dwelling,  which  account  for  2. 
percent  of  total  costs.   In  1992  dwelling  expenses  averaged  2.9  percent  of  cash 
expenses  (5.3  percent  of  interest  and  10.3  percent  of  property  taxes)  and  9.6 
percent  of  capital  consumption. 
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Farm  Incoo*   stat«n«Dta 
I  fa 


1S91 

1992 

1993 

1994 

r 

91/92 

92/93 

93/91 

Billion 

doll«rs 

Z 

ehanc* 

168.7 

171.2 

173 

175 

to 

182 

1.5 

0.8 

2.9 

81.9 

84.8 

83 

87 

to 

91 

3.5 

-2.2 

7.2 

86.7 

86.4 

90 

87 

to 

91 

-0.4 

3.7 

-0.3 

8.2 

9.2 

11 

10 

to 

12 

11.6 

16.1 

-9.6 

7.8 

7.6 

7 

7 

to 

9 

-2.7 

-1.2 

6.6 

184.7 

187.9 

191 

193 

to 

201 

1.7 

1.5 

3.1 

131.4 

130.2 

132 

130 

to 

138 

-0.9 

1.2 

2.6 

53.3 

57. 7 

59 

58 

to 

66 

8.3 

2.0 

3.4 

4S.3 

47.8 

48 

45 

to 

53 

5.5 

5.5 

0.0 

Cash  InccB*  stattmant 

1.  Cash  racalpts 

Crops  1/ 
Livestock 

2.  Dlract  Govammant  paymants 

3.  Fam-ralatad  incoma  2/ 

4.  Gross  cash  Incoma  (1+2+3) 

5.  Cash  axpansas  3/, 4/ 

6.  NET  CASH  INCOME  (4-5) 

Daflatad  (1987$)  5/  , 

Fan  incooa  statamant 

7.  Gross  cash  Incccoa  (1+2+3) 

8.  Nonoonay  incooa  6/ 

9.  Inventory  adjustment 

10.  Total  gross  income  (7+8+9) 

11.  Total  expanses 

12.  NET  FARM  INCOME  (10-11) 

Deflated  (1987$)  5/ 


184.7 

187.9 

191 

193  to  201 

1.7 

1.5 

3.1 

5.9 

6.1 

6 

6  to  7 

3.0 

5.4 

2.6 

-0.3 

3.8 

-3 

3  to  7 

190.3 

197.7 

195 

204  to  213 

3.9 

-1.7 

6.7 

150.3 

149.1 

151 

ISO  to  159 

-  0.8 

1.3 

2.6 

40.0 

48.6 

44 

50  to  58 

21.4 

-10.9 

22.0 

34.0 

40.2 

35 

40  to  46 

18.4 

-13.3 

22.0 

F  '  foraeast  January,  1993.   *  ■  laas  than  $500  miLlion. 

1/  Includas  CCC  loana.   2/  Incoma  froo  custoo  work,  machlna  hlra,  racraatlonal 
actlvitiaa,  foraat  product  aalas,  and  othar  farm  aourcaa.   3/  Excludas  dapraclatlon  and 
parqulsitas  to  hirad  labor.   4/  Excludas  farm  housaholds.   S/  DaCIatad  by  tha  GDP 
Implicit  prica  daflator.   6/  Valua  of  homa  consumption  of  farm  products  and  imputad 
rantal  valua  of  oparator  dwalllng.   Totals  may  not  add  dua  to  roundlns- 


294 


Average  Inccne  to  farm  operator  households,  1990-94 

I  tea  1991 


1992P 


1993F 


1994F 


Dollars  per  operator  household 


Fans  operator  household  Income 

Fam  Incone 
From  self-cnployment 
From  other 

Off-farm  income 

From  wages,  salaries,  and 

non-farm  businesses 
From  interest,  dividends, 

and  tranfer  payments,  etc. 


36,035 


40,613 


39,800    36,000  to  47,000 


4,397 
2,283 

2,114 

4,882 
3.677 
1,205 

4,900 
n/a 
n/a 

4,500  to  5,500 
n/a 
n/a 

31,638 

35,731 

35,000 

31.500  to  41,500 

23,551 

27,022 

n/a 

n/a 

8,087 

8,709 

n/a 

n/a 

P  ■  preliminary;  F  •  forecast;  n/a  ■  not  available.  Totals  nay  not  add  due  to  roinding. 


The  U.S.  average  maslcs  the  diversity  among  size  of  farm,  primary  occupation,  and  hours  worlced  on  the  farm. 


All  farm  operator  households 

Sales  class  of  farm: 
Less  than  SSO.OOO 
S50,000-S249,999 
S250,000-t499,999 
S500,000  and  mora 

Operator's  major  occupation: 
Farming 
Other  than  farming 

Hours  operator  worked  on  farm:  2/ 
Less  than  500  hours 
500-999  hours 
1,000-1,999  hours 
2,000  hours  or  more 


Distribution 

of 

households 

Total 

household 

income 

Farm 
incone 

Off-farm 
income 

Off-farm 

as  share 

of  total  1/ 

Percent 

Dollars 

per  operator 

household 

Percent 

100.0 

40,613 

4.882 

35,731 

88.0 

73.5 

21.4 

3.2 

1.8 

37,744 

38,657 

60,334 

145,225 

-2.495 

16,614 

40,737 

102,016 

40,239 
22,044 
19,597 
43,208 

106.6 
57.0 
32.5 
29.8 

54.1 
45.9 

34,596 
47,713 

12,183 
-3,732 

22,413 
51,445 

64.8 
107.8 

24.9 
18.0 
24.5 
32.6 

46,414 
40,895 
38,748 
35,757 

672 

-337 

86 

15,418 

45.743 
41,232 
38,662 
20,339 

98.6 

100.8 

99.8 

56.9 

Data  are  1992  estimates  from  USOA's  Farm  Costs  and  Returns  Survey.  1/  Income  from  off-farm  sources  can  be 
more  than  100  percent  of  total  household  income  if  farm  income  is  negative.  2/  Analysis  by  hours  worlced  is 
from  only  one  of  the  versions  of  the  FCftS  and  has  slightly  different  expansion  factors  from  the  sates  class 
and  occtpation  averages. 
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Farm  Input  Use  and  Prices 


Quantity  Indices 
%  of  1982 
200 


150 


— —  Eneigy 
•^  —  Pesticides 
Fertilizer 


100 


-1 — I — I — 1 — I — I — I — I — I — I — I — I — t-u — i_i ■    '    ■ 


Price  Indices 
%  of  1982 
200 


Energy 
^  —  Pesticides 
.....  Fertilizer 


I  I  I  ■  ■  t 


1970     75      80      85      90   93   1970     75       80      85      90   93 


Selected  Farm  Input  Quantity  and  Price  Indices 


Item 


1988      1989      1990      1991      1992     1993  P 


Quantity 

Fertilizer 
Pesticides 
Energy  i/ 

Prices 

Fertilizer 
Pesticides 
Energy  1/ 


'     t'j!       •      ' 

1982  - 

100 

92 

91 

96 

96 

102 

105 

101 

103 

81 

78 

88 

88 

90 

95 

91 

93 

107 

111 

117 

127 

79 

86 

97 

94 

97 

104 
90 


91 

134 
92 


98 

101 

91 


89 

139 

92 


1/  Includes  gasoline,  diesel  fuel,  and  LP  gas.   P  -  Preliminary. 
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Interest  Rates 

Short  Term 


'■■■''■■''■'■■'■ 


'■■■''■■'' L_l I ■       ■       ' 


1970  72    74    76    78  80    82   84    86    88    90    92    94     1970  72   74    76   78    80   82    84    86    88    90   92  94 
1994  (orecasl  1994(arecasL 


Yearly  Average   Interest  Rates 


I  tea 

1989 

1990 

1991 

1992 

1993  P 

1994  F 

Percent 

Agricultural  pro- 

duction loan  rate  jy 

12.5 

11.4 

9.8 

7.8 

7.5 

7.7 

Bank  prime 

10.9 

10.0 

8.5 

6.3 

6.0 

6.1   ^ 

Agricultural  real 

estate  loan  rate 

10.8 

10.3 

9.7 

9.4 

8.7 

8.8 

Aaa  bond  rate 

9.3 

9.3 

8.8 

8.1 

7.2 

7.2 

P  -  Preliminary       F  -  Forecast. 
1/  Loan  funds  for  farm  'operating- living*  expenses. 
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Total  Farm  Assets,  Debt,  and  Equity 


$  billion 
1200 


1000  ■ 


800  ■ 


600  ■ 


400 


200 


0 

1970  75 

1993prsilmlnary.  1994  forecast 


Fans  Balance  Sheet,  Excluding  Dwellings 


Item 

1989 

1990 

1991 

1992 

1993  P 

1994  F 

Billion 

dollars 

Assets  (Dec.  31) 

830 

848 

842 

862 

878 

900 

Real  estate 

616 

628 

623 

633 

648 

665 

Other 

214 

220 

219 

228 

230 

235 

Liabilities 

137 

137 

139 

139 

143 

145 

Real  estate 

75 

74 

75 

76 

77 

78 

Other 

62 

63 

64 

64 

66 

67 

Equity 

692 

711 

703 

723 

735 

755 

P  -  Preliminary   F  -  Forecast. 
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Assets,  Debt,  and  Equity 

Per  Farm 
$  thousand 
1200 


900  - 


600 


300 


Per  Medium  and  Large  Fann 
$thousetnd 
1200 


1974  76788082848688909294         1974  76     78     80     82     84     86     88    90     92    94 
1993prenmlnaiy.  l994lofBcast 


1933  preliminary.  1994  torecasL  Medium  and  large  larms^sales 
o(  $40,000  or  more. 


Farm  Balance  Sheet,  Excluding  Dwellings,  per  Farm 


Item 


1980 


1990 


1991 


1992 


1993  P 


1994  F 


Assets  (Dec. 
All 

Medium  and 
large  1/ 

Liabilities 
All 

Medium  and 
large  \J 

Equity 
All 

Medium  and 
large  1/ 


31) 


403 
1,054 

68 

175 

335 
879 


Thousand 

dollars 

396 

400 

411 

425 

872 

858 

901 

936 

64 

66 

66 

69 

162 

164 

165 

174 

332 

334 

345 

356 

710 

694 

736 

762 

438-442 

964-974 

69-73 
173-183 

367-371 
786-796 


P  -  Preliminary.  F  -  Forecast. 
1/  Sales  of  $40,000  or  more. 
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Farm  Real  Estate  Values 

$/acre 
900 


' 


1960 


1994  forecast. 


65 


70 


75  80 

February  1 


85 


90 


94 


U.S.  Farm  Real  Estate  Value  1/ 


Item 


1970 


1980 


1990 


1992 


1993 


1994  F 


Farm  real  estate 
value 


196 


737 


Dollars  per  acre 
668       684 


700     714-728 


F  -  Forecast. 

1/  Real  estate  Includes  farmland  and  buildings.   48 -state  average.   For  1990 
and  later,  value  as  of  January  1.   For  earlier  years,  value  as  of  February  or 
March  1. 
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Selected  Financial  Ratios 


Ratio 
80 


X 


'■**'■ 


'  '  '  '  ■ 


1970  75 

1993  pretminaiy.  1994  foracast 


80 


85 


90 


94 


Selected  Financial  Ratios 


Item 

1980 

1990 

1991 

1992 

1993  P 

1994  F 

Debt  to  asset  1/ 

17.0 

16.2 

16.5 

16.1 

16.3 

15  to  17 

Net  cash  Income  to 

debt  1/ 

20.0 

43.0 

37.3 

42.8 

38.4 

40  to  44 

Farm  business  debt 

service  coverage  Z/ 

1.5 

2.5 

2.4 

2.5 

2.6 

2.4  to  2.6 

Times  Interest  earned 

2/ 

2.0 

4.5 

4.3 

4.3 

3.9 

3.2  to  3.4 

Return  on  assets  1/ 

1.3 

4.S 

3.3 

4.2 

3.3 

3  to  5 

Prices  received  to 

prices  paid 

97 

81 

77 

73 

72 

72 

(1977  -  100)  1/ 

P  -  Preliminary.   F  -  Forecast. 

1/  Percent.   2/  Assesses  ability  of  farm  businesses  to  repay  both  principal 
and  Interest.   2/  Shows  the  farm  sector's  ability  to  service  debt  out  of  net 
income . 
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Percent  of  Farm  Operations  In  Stress,  January  1, 1993 


Marginal  solvency 
3.5% 


SourcK  FCRS. 
Financial  Position  of  Farms  1/ 


Year 


Favorable 


Marginal 
Income 


Marginal 
solvency 


Vulnerable 


All  Farms 

1985 

1986 

1987     i 

1988 

1989 

1990 

1991 

1992 

1993 


40.8 
40.4 
41.0 
45.3 
42.8 
43.8 
44.3 
44.8 
45.8 


40.1 

9.2 

38.3 

11.3 

37.0 

11.7 

39.8 

7.8 

43.6 

6.6 

44.0 

S.6 

43.8 

5.6 

46.3 

4.4 

46.6 

3.S 

-..  .9.,. 

10. 
9 
7, 
7. 
6 
6 
4 


4.1 


Farms  with  Gross  Sales  >  $40,000 


1991 
1992 
1993 


68. 
67. 
69. 


13.1 

14.2 

16.3 

11.5 

17.5 

9.6 

4.1 
4.7 

3.8 


1/  This  estimate  is  based  on  USDA  survey  data.   The  categories  of  financial  stress  are: 
Favorable- -positive  net  cash  farm  income  and  debt-to-asset  ratio  of  .4  or  less;  Marginal 
Solvency- -positive  net  cash  farm  income  and  debt-to-asset  ratio  above  .4;  Marginal  Income- 
-negative  net  cash  farm  income  and  debt-to-asset  ratio  of  .4  or  less;  Vulnerable-- 
negative  net  cash  farm  income  and  debt-to-asset  ratio  above  .4. 
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COMMODITY  OUTLOOK 
U.S.  AGRICULTURAL  TRADE 

*  U.S.  agricultural  exports  in  FY  1994  are  expected  to  be  $42.5  billion, 
unchanged  from  FY  1993.   Exports  of  grains  and  soybeans  are  expected  to 
decline,  but  higher  coarse  grain  and  soybean  prices  will  limit  the  decline  in 
bulk  export  value  to  about  5  percent  below  the  previous  year.   Increased  high- 
value  product  (HVP)  exports  will  offset  the  drop  in  bulk  exports. 

*  Export  volume  is  forecast  at  130  million  tons  in  FY  1994,  down  from  147 
million  tons  in  1993.   The  volume  of  bulk  exports  is  expected  to  decline  to  94 
million  tons,  the  lowest  since  FY  1986.   This  reflects  smaller  import  demand, 
sharply  higher  U.S.  prices,  and  increased  competition. 

*  Japan  was  the  largest  market  for  U.S.  agricultural  products  in  FY  1993 
with  imports  of  $8.5  billion.   Japan  will  be  the  largest  again  in  1994  as  the 
value  of  exports  is  expected  to  near  $9  billion.   Rice  exports  and  higher 
prices  for  coarse  grains  and  soybeans  will  contribute  to  expanding  exports  to 
Japan.   Canada  and  Mexico  will  again  be  the  second  and  third  largest 
destinations  for  U.S.  exports  with  a  combined  value  of  over  $9  billion. 
Exports  to  the  EC-12  are  likely  to  remain  flat  at  $7  billion. 

*  High-value  product  (HVP)  exports  are  expected  to  rise  to  near  $24.7- 
billion  in  FY  1994.   Much  of  the  HVP  gain  will  be  in  livestock,  poultry,  and 
horticultural  product  exports.   HVP  exports  will  surpass  bulk  exports  for  the 
fourth  year,  and  the  HVP  share  of  total  exports  should  rise  to  about  59 
percent. 

*  Imports  are  expected  to  remain  at  $24.5  billion,  unchanged  from  FY   1993. 
Value  gains  are  expected  in  grains,  oilseeds,  and  horticultural  products,  but 
much  lower  tobacco  shipments  should  offset  the  gains.   The  value  of 
unmanufactured  tobacco  imports  in  FY  1994  is  projected  at  $600  million,  45 
percent  below  last  year.   Most  other  commodities  will  remain  steady. 

*  The  agricultural  trade  surplus  for  FY  1994  is  projected  at  $18  billion, 
the  same  as  In  FY  1992  and  1993. 


U.S.  Agricultural  Trade 
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198(V81  82/83 

1993^4  torecasL 


84/85 


86/87 


U.S.  Agricultural  Trade  1/ 


I  ten 


1989      1990 


1991 


1992     1993     1994  2/ 


Exports 
Imports 
Trade  balance 


39.6  40.2 
21.5  22.5 
18.1      17.7 


Billion  dollars 

37.6     42.4  42.6  42.5 

22.6     24.3  24.5  24.5 

15.0     18.1  18.1  18.0 


Exports 


Million  metric  tons 
145.7     147.6     128.1    143.6    146.8    130.0 


1/  Fiscal  year.  2/  ~  Forecast. 
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U.S.  Agricultural  Exports:   Value  by  Commodity  1/ 


Item 


1989 


1990 


1991 


1992 


1993 


1994  U 


Billion 

dollars 

Grains  &  feeds 

16.8 

15.7 

12.2 

13.9 

14.1 

13.4 

Vheat 

6.0 

i.2 

2.9 

4.3 

4.7 

4.5 

Com 

6.1 

6.9 

4.9 

4.6 

4.3 

4.i 

Oilseeds 

&  products 

6.6 

6.1 

5.6 

7.2 

7.2 

7.2 

Soybeans 

&  products 

5.8 

5.3 

4.7 

6.0 

6.0 

5.9 

Animals  &  products 

6.5 

6.7 

6.8 

7.8 

7.9 

8.5 

Meat  &  products 

2.9 

3.1 

3.5 

4.2 

4.4 

4.6 

Fruits ,  nuts 

&  vegetables 

4.2 

5.2 

6.0 

6.7 

7.1 

7.4 

Fruit 

1.8 

2.2 

2.4 

2.8 

2.7 

2.S 

Vegetables 

1.5 

2.1 

2.6 

2.8 

3.2 

3.3 

Cotton 

2.0 

2.7 

2.6 

2.2 

1.5 

1.7 

Other 

3.6 

3.9 

4.4 

4.6 

4.8 

4.3 

Total 

39.7 

40.3 

37.6 

42.4 

42.6 

42.5 

Numbers  In  italics  are  components  of  main  categories, 
i/  Fiscal  years,  October-September.   2y  -  Forecast. 


U.S.  Agricultural  Exports:   Leading  Markets,  1980,  1993 


Fiscal  1980 


Fiscal  1993 


Country 

Bil.  dol. 

Country 

Bil.  dol. 

Japan 

5.8 

Japan 

8.5 

Netherlands 

3.5 

Canada 

5.2 

Mexico 

2.0 

Mexico 

3.7 

China  (PRC) 

2.0    i, 

S.  Korea    .  „ : 

2.0 

Germany  (  Fed. 

Rep) 

1.9 

Taiwan 

2.0 

Canada 

1.8 

Netherlands 

1.8 

So .  Korea 

1.6 

FSU 

1.6 

Spain 

1.5    -■...-.- 

Germany  1/ 

1.1 

USSR 

1.5 

United  Kingdom 

.9 

Italy 

1.3 

Hong  Kong 

.9 

1/  Includes  former  GDR. 
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U.S.  Trade  In  High-Value  Agricultural  Products  1/ 


Item 


1989 


Exports 

Share  of  total 


17.8 


45 


1990 


1991 


1992 


1993     1994  1/ 


Billion  dollars 
18.9       20.4      23.2     24.0     24.7 


47 


Percent 

54       55 


56 


58 


Imports 

Share  of  total 


20.5 


95 


Billion  dollars 
21.5       21.4      22.4     22.8 


95 


Percent 
95       92 


93 


23 


94 


1/  High-value  products  are  those  that  received  additional  processing  beyond  the  farm  gat. 
or  represent  a  higher  priced  segment  of  a  group  of  products.   2/  Forecast. 


U.S.  Agricultural  Exports:  Volume  by  Commodity  1/ 


Item 

1989 

1990 

1991 

1992 

1993 

1994  2/ 

Million  tons 

Grains  & 

preparations 

115.0 

112.9 

94.6 

100.7 

103.7 

88.5 

Vheat 

37.8 

28.1 

26.7 

3i.3 

36.1 

30.0 

Com 

50.6 

59.9 

44.5 

iO.6 

41.8 

34.5 

Oilseeds  & 

products 

21.1 

23.7 

22.3 

28.6 

29.2 

25 

Soybeans  & 

produces 

19.5 

22. i 

20.2 

25.9 

26.0 

22.3 

Animals  &  products 

2.9 

2.8 

2.8 

2.9 

3.2 

3.4 

Heat  &  products 

1.3 

1.4 

1.6 

1.9 

2.1 

2.1 

Fruits ,  nuts ,  & 

vegetables 

4.2 

5.1 

5.4 

5.6 

6.2 

6.5 

Fruits 

2.1 

2.3 

2.i 

2.9 

2.8 

3.0 

Vegetables 

2.5 

2.5 

2.4 

2.6 

2.8 

2.9 

Cotton 

1.4 

1.7 

1.6 

1.5 

1.1 

1.3 

Other 

1.1 

1.4 

1.4 

2.5 

2.7 

5.3 

Total 

145.7 

147.6 

128.1 

141.8 

146.1 

130.0 

Numbers  in  italics  are  components  of  main  categories. 
1/  Fiscal  years,  October-September.  2/  Forecast. 
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Value  of  the  Dollar 

Total  trade  vs.  Agriculture  Trade 

1985  =  100 
110 


100  • 


.  Agricultural  trade 


50 
1970  75  80 

1933  preliminary.  1994  forecast 


Selected  U.S.  Agricultural  Mari<ets 

1985  =  100 
110 


Relative  to  U.S. 
k  agricultural  customers 


50 


Relative  to  major  U.S. 
agricultural  competitors 


85  90         94       1970  75  80 

1993  preliminary.  1994  forecast 


85 


90    94 


Value  of  the  Dollar 


Item 

1980 

1990 

1991 

1992 

1993  P 

1994  F 

1985 

-  100 

Total  trade  1/ 

64.0 

67.4 

64.6 

62.8 

67.8 

69.5 

Agricultural  trade 

67.3 

79.3 

76.4 

76.5 

78.0 

80.7 

U.S.  agricultural 

markets 

Total 

74.3 

78.6 

78.0 

76.5 

75.2 

77.5 

Soybeans 

68.1 

69.3 

66.4 

63.5 

63.6 

64.9 

Wheat 

77.9 

89.9 

95.8 

96.6 

92.1 

94.9 

Major  agricultural 

competitors 

Total 

65.9 

79.5 

76.1 

76.5 

78.6 

81.4 

Soybeans 

45.4 

77.0 

56.8 

56.1 

52.2 

40.0 

Wheat 

66.9 

78.0 

70.4 

71.7 

75.6 

78.3 

P  -  Preliminary.   F  -  Forecast.   Data  are  expressed  in  Indexed  (1985  -  100) 
units  per  dollar.   A  rising  value  means  the  dollar  is  appreciating,  i.e.,  U.S. 
currency  purchases  an  Increasing  quantity  of  foreign  goods.   The  index  is 
calculated  from  U.S.  and  foreign  exchange  rates  adjusted  to  factor  out  inflation. 
Trade  volumes  are  used  as  weights.  \J   Value  of  U.S.  dollar  according  to  U.S. 
Federal  Reserve  System. 
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CROPS  OVERVIEW 

*  The  1993  growing  season  was  plagued  by  delayed  or  prevented  planting, 
persistent  cloudy  cool,  wet  weather  and  related  leaching  of  soil  nutrients, 
and  record  summer  floods.  Frost  and  freezing  temperatures  followed  before 
crops  could  mature.   These  events  combined  to  reduce  yields,  lower  protein 
levels  and  cause  quality  problems  for  most  crops  in  the  central  and  western 
Corn  Belt  and  central  and  northern  Great  Plains.   Simultaneously,  delayed 
spring  planting  over  much  of  the  South  was  followed  by  record  heat  and  drought 
centered  over  the  Southeast  which  extended  into  parts  of  the  mid-Atlantic  and 
eastern  Com  Belt  States. 

*  The  winter  wheat  crop,  while  planted  in  late  1992  in  marginal  soil  moisture 
from  parts  of  Nebraska  to  Texas,  improved  over  the  winter,  aided  by  timely 
rains  and  or  snow  and  mild  temperatures.   By  the  Spring  of  1993,  prospect  were 
good  until  the  wet,  cool  early  summer  weather  induced  disease,  reduced  yields 
and  increased  quality  problems. 

*  Heavy  precipitation  in  early  1993  ended  a  7-year  drought  over  much  of  the 
West,  except  for  Washington  State,  where  hydroelectric  generation  was  reduced 
to  conserve  water  in  major  reservoirs.   Late  winter  and  early  summer  rains, 
however,  reduced  most  of  the  potential  adverse  impacts  on  irrigation- dependent 
crops . 

*  As  the  1994  planting  season  approaches,  soil  moisture  levels  east  of  Che 
Rockies  are  near  saturation  for  nearly  all  major  crop  areas.   In  addition,  a 
heavy  snow  cover  remains  over  the  upper  Mississippi  and  portions  of  the 
Missouri  River  basins.   This  combination  maintains  a  high  potential  for  spring 
flooding  over  much  of  the  Corn  Belt  and  parts  of  the  Great  Plains  and  Great 
Lakes  regions . 

*  The  excessive  leaching  of  soil  nutrients  in  1993  will  require  increased 
attention  of  farmers  for  appropriate  fertilizer  applications.   In  some  areas, 
flooded  fields  remained  too  wet  for  soil  testing  last  fall  and  may  not  be 
planted  in  1994. 

*  The  residual  influence  of  the  Mt.  Pinatubo  and  El  Nino  events  were  factors 
contributing  to  last  year's  highly  variable  weather,  but  should  not  be  factors 
In  1994. 

*  Reservoir  levels  remain  near  normal  for  California,  but  increased 
competition  from  urban,  industrial  and  environmental  uses  appears  to  leave 
agricultural  users  as  the  big  losers.   In  Washington  State,  reservoir  levels 
are  the  lowest  since  1988.   Winter  season-to-date  precipitation  totals  are 
only  40  to  80  percent  of  normal  throughout  west  coast  states.   This  adds  to 
concern  over  adequate  irrigation  water  supplies  for  agriculture.   The  late 
winter  precipitation  pattern  and  amounts  will  be  critical. 
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U.S.  Crops  Acreage  Planted  and  Idled  in  Programs 


Million  acres 
400 


375 


U.S.  Crop  Acreage  Planted  and  Idled  in  Programs 


Item 

1989 

1990 

1991 

1992 

1993 

Million  acres 

Principal  crops  1/ 

331.6 

326.9 

326.0 

327.4 

320.3 

Feed  grains 

106.1 

103.4 

104.6 

108.4 

99.6 

Com 

72.2 

74.2 

76.0 

79.3 

73.3 

Wheat 

76.6 

77.2 

69.9 

72.3 

72.2 

Soybeans 

60.8 

57.8 

59.1 

59.1 

59.4 

Cotton 

10.6 

12.3 

14.1 

13.2 

13.4 

Fruit  and 

vegetables  2/ 

6.3 

6.3 

6.2 

6.1 

6.0 

Idled  in  programs 

60.8 

61.5 

65.0 

55.2 

60.3 

ARP 

18.4 

12.2 

17.1 

8.6 

8.4 

0/92-50/92 

12.6 

15.4 

13.5 

11.2 

15.5 

Conservation 

Reserve 

29.8 

33.9 

34.4 

35.4 

36.4 

1/  Includes  com,  sorghum,  oats,  barley,  wheat,  rice,  rye,  soybeans, 
flaxseed,  peanuts,  sunflower,  cotton,  all- ^ay,  dry  edible  peas  and  beans, 
lentils,  potatoes,  sweetpotatoes,  tobacco,  sugarcane,  and  sugarbeets. 
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Acreage  Idled  Under  Federal  Programs 


Million  acres 
100 


Acreage  Idled  Under  Government  Programs 


Item 

1988 

1989 

1990 

1991 

1992 

1993 

Hillion 

acres 

Annual  programs 

Com 

17.6 

6.3 

6.1 

4.7 

3.1 

6.6 

Sorghum 

2.8 

1.1 

1.0 

0.8 

0.5 

0.5 

Barley 

2.2 

.8 

.7 

0.7 

0.4 

-- 

Oats 

.1 

.1 

-- 

-- 

-- 

Wheat 

19.2 

6.1 

2.2 

10.1 

3.3 

-- 

Cotton 

1.5 

3.1 

1.5 

0.6 

1.3 

1.0 

Rice 

.9 

.9 

.7 

0.2 

-- 

0.2 

0/92-50/92 

8.8 

12.6 

15.4 

13.5 

11.2 

15.5 

Conservation  Reserve 

24.5 

29.8 

33.9 

34.4 

35.4 

36.4 

Total  Idled 

77.6 

60.8 

61.5 

65.0 

55.2 

60.3 

Program  crops 

harvested  1/ 

205.9 

224.9 

229.9 

223.3 

231.0 

217.7 

Idled  plus 

harvested 

283.5 

285.8 

291.4 

288.3 

286.2 

278.0 

JL/  Feed  grains,  wheat,  rice,  cotton,  and  soybeans. 
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U.S.  Wheat  Yields 


BuVacre 
40 


1929  40 

U.S.  Corn  Yields 


Bu7acre 
140 


120 


100 
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50 


60 


70 


80 
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U.S.  Soybean  Yields 


Bu7acre 
40 


t    I    t     1 


10 

1929  40  50  60 

End^f-Season  Inventories,  1989/90-1993/94 


'■''■■■■■■■■'■■ 


70 


80 


90 


Wheat 
Million  bushels 


Com 
Million  bushels 


Conon 
Minion  480-lb  bales 


Soybeans 
Million  bushels 


199394  toracast 
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GRAINS 

*  World  grain  production  in  1993/94  is  down  almost  5  percent  from  last  year's 
record  as  U.S.  output  dropped  more  than  one -fourth.   Use  will  be  well  above 
production  and  global  stocks  could  drop  to  their  lowest  level  since  1980/81. 
World  grain  trade  is  forecast  down  5  percent  in  1993/94,  as  imports  by  the 
Former  Soviet  Union  (FSU)  continue  to  shrink  and  larger  crops  in  Southern 
Africa  and  South  Asia  reduce  those  regions'  import  needs.   U.S.  total  grain 
exports  and  market  share  are  forecast  at  the  lowest  levels  since  1985/86. 

*  World  wheat  production  is  down  marginally  in  1993/94,  but  use  will  be  a 
record.   Strong  income  growth  is  pushing  up  Asian  consumption,  while  larger 
crops  mean  more  use  in  Eastern  Europe  and  the  Middle  East.   Also,  wheat 
feeding  is  rising  in  the  European  Union  (EU)  as  CAP  reform  sharply  lowers 
prices.   Global  wheat  trade  is  forecast  down  9  percent  from  1992/93,  as 
reduced  imports  by  the  FSU,  China,  and  India  more  than  offset  gains  for  other 
countries.   While  lower  global  demand  will  reduce  U.S.  exports,  aggressive  use 
of  the  Export  Enhancement  Program  is  maintaining  the  U.S.  market  share. 

*  U.S.  wheat  output  is  down  2  percent  in  1993/94,  as  widespread  disease 
problems  and  prolonged  wet  conditions  cut  spring  wheat  yields.  However,  total 
supplies  are  up  slightly  because  of  larger  carryin  stocks  and  imports.  Higher 
feed  use  only  partially  offsets  smaller  exports,  so  ending  stocks  are  forecast 
moderately  above  a  year  earlier.  Farm  prices  are  expected  to  average  slightly 
below  the  $3.24  per  bushel  of  1992/93. 

*  Global  1993/94  coarse  grain  production  Is  down  9  percent  as  a  one- third 
drop  in  U.S.  output  overwhelms  a  larger  foreign  crop.   Global  consumption  is 
dropping  because  of  smaller  U.S.  use,  but  will  be  well  above  production, 
dropping  global  stocks  to  the  lowest  level  since  1983/84.   World  coarse  grain 
trade  is  forecast  3  percent  below  1992/93.   Tight  U.S.  supplies  and  higher 
prices  will  cut  U.S.  exports  and  market  share,  especially  for  corn. 

*  U.S.  1993/94  feed  grain  output  Is  down  one-third  as  excessive  rains  in  the 
Midwest  and  drought  in  the  Southeast  reduced  harvested  corn  acres  and  yields. 
While  the  tight  corn  supplies  and  higher  prices  will  reduce  domestic  use  and 
exports,  total  use  exceeds  the  1993  crop  and  corn  ending  stocks  are  expected 
to  be  the  smallest  since  1975/76.   Corn  prices  received  by  farmers  are 
forecast  at  $2.55-$2.75  per  bushel,  compared  with  $2.07  in  1992/93. 

*  World  1993/94  rice  production  is  down  slightly,  with  smaller  crops  in 
China,  Japan,  the  Koreas,  Thailand  and  the  United  States.   World  stocks  will 
drop  for  the  third  consecutive  year  to  the  lowest  level  since  1976/77. 

*  Global  rice  trade  in  calendar  1994  is  projected  up  5  percent  to  a  record 
15.4  million  metric  tons.   Large  Imports  by  Japan  following  a  poor  1993 
harvest  are  boosting  trade.   This  demand  and  tight  supplies  in  the  United 
States  and  other  big  exporters  means  substantially  higher  prices  in  1994. 

*  U.S.  1993/94  rice  production  declined  13  percent.   Lower  yields  and  a  5 
percent  area  reduction  program  (zero  ARP  in  1992/93)  limited  production. 
Exports  are  projected  to  increase  8  percent,  largely  because  of  exports  to 
Japan.   For  1994,  a  loiier  ARP  and  higher  spring  prices  are  expected  to 
increase  rice  plantings.   Assuming  more  normal  yields,  rice  production  in  1994 
will  substantially  exceed  the  1993  harvest. 
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Wortd  consumption 


World  Grain  Production,  Consumption,  and  Ending  Stocks 

Million  metric  tons  (production/consumption) 
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H  World  ending  stocks 
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World  and  U.S.  Grain  Supply,  Use,  and  Stocks  Indicators  1/ 


Item 

1989/90 

1990/91 

1991/92 

1992/93 

1993/94  F 

Million  tons 

Production  U 

World 

1,667 

1.760 

1,694 

1,769 

1,686 

U.S. 

282 

310 

278 

350 

258 

Consumption 

World 

1.683 

1.718 

1,721 

1.735 

1,741 

U.S. 

203 

219 

219 

232 

223 

Ending  stocks 

World 

303 

345 

318 

352 

297 

U.S. 

61 

72 

48 
Percent 

79 

44 

Stocks/use  rati 

3 

World 

18.0 

20.1 

18.5 

20.3 

17.1 

U.S.  2/ 

19.8 

23.9 

15.6 

24.4 

14.7 

F  -  Forecast. 

1/  Includes  wheat,  coarse  grains,  and  milled  rice.   Aggregate  of  local 
marketing  years.   2/  Stocks  Co  total  use  (Including  exports). 
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Total  World  Grain  Exports  and  U.S.  Share 


Million  metric  tons 
250 


200 


Percent 
100 


0 

1970/71  75/76  80/81 

1993/94  forecast.  Includes  wheat  Ikxir.  excludes  Mra-EC  trade. 


85/86 


90/91 


Total  World  Grain  Supply  and  Use  and  U.S.  Grain  Exports 


Item 

1988/89 

1989/90 

1990/91 

1991/92 

1992/93 

1993/94  F 

Million 

tons 

World  1/ 

Production 

1,546.2 

1.667.1 

1 

,759.7 

1,694.2 

1 

,769.5 

1,686.4 

Use 

1.637.6 

1.682.7 

1 

,718.2 

1.721.4 

1 

,735.0 

1,741.7 

Ending  stocks 

319.1 

303.5 

345.0 

317.9 

352.3 

297.1 

Exports  2/ 

World 

212.2 

217.6 

201.6 

216.4 

212.6 

201.7 

U.S. 

101.0 

105.0 

82.3 

87.4 

89.6 

75.6 

Percent 

Trade  share 

U.S. 

A8 

48 

41 

40 

42 

37 

EU 

15 

14 

14 

15 

15 

14 

Canada 

8 

10 

13 

13 

12 

12 

F  -  Forecast.  \J  Aggregate  of  local  marketing  years.  2J  Wheat  is  a  July/June  trade 
year,  coarse  grain  is  October/September,  and. rice  is -calendar  year.  Excludes  intra-EC 
trade.   Includes  Intra-FSU  trade. 
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Former  USSR  Grain  Production  and  Trade 

Net  imports  Total  production 


Million  metric  tons 
60 


Million  metric  tons 
250 


200  - 


150 


•20'-' 


100 


1970/71       75/76  80/81  85/86       90/91  1970/71  75/76  80/81         85/86         90/91 

1993/94  forecast  1993/94  forecast. 


Former  USSR:   Grain  Supply  and  Utilization  1/ 


Item 

1988/89 

1989/90 

1990/91 

1991/92 

1992/93  E 

1993/94  F 

Million 

tons 

Production 

170 

186 

207 

154 

186 

182 

Imports, 

total  2/ 

48,2 

47.8 

37.7 

41.8 

35.5 

27.1 

from  U.S. 

22.3 

21.8 

8.9 

16.1 

9.9 

N.A 

Exports  2/ 

9.5 

9.3 

11.4 

1.1 

8.6 

10.1 

Utilization, 

total 

210 

221 

228 

209 

207 

204 

feed 

134 

145 

151 

130 

132 

131 

Stock  change 

-1 

+3 

+5 

-15 

+6 

-5 

E  -  Estimate.   F  -  Forecast.   NA  -  Not  Available. 

1/  Includes  wheat,  coarse  grains,  and  rice.   2/  Trade  is  on  a  July/June  basis; 

Includes  Intra-FSU  trade; 
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World  Wheat  Exports  and  U.S.  Share 


Million  metric  tons 
125 


100 


■  World  exports 


Percent 
100 


75/76  80/81 

1993/94  forecast.  Includes  wheal  Dour,  excludes  Intra-EC  trade. 


85/86 


90/91 


93\94 


World  Wheat  Supply  and  Use  and  U.S.  Wheat  Exports 


Item 

1988/89 

1989/90 

1990/91 

L991/92 

1992/93 

1993/94  F 

Million 

tons 

World  1/ 

Production 

495.0 

533.0 

588.1 

542.5 

560.6 

559.6 

Use 

525.9 

532.2 

563.7 

559.1 

546.8 

564.2 

Ending  stocks 

120.2 

121.0 

145. A 

128.8 

142.5 

137.9 

Exports  2/ 

World 

102.9 

102.0 

101.6 

108.9 

110.0 

100.6 

U.S. 

37.6 

33.5 

28.3 

35.1 

37.0 

33.0 

Percent 

•  • 

Trade  share 

U.S. 

37 

33 

28 

32 

34 

33 

EC 

20 

21 

20 

20 

20 

18 

Canada 

13 

17 

20 

21 

20 

18 

F  -  Forecast. 

i/  Aggregate  of  local  marketing  years.   2/  July -June  trade  year. 
Excludes  Intra-EC  trade.   Includes  Intra-FSU  trade. 
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U.S.  WHEAT   SUPPLY  AND  DEMAND 


1991/92 

1992/93 

1993/94  F 

CHANGE  FROM 
YEAR  AGO 

MILLION  BUSHELS 

PERCENT 

BEGINNING  STOCKS 

866 

472 

529 

+12 

PRODUCTION 
TOTAL  SUPPLY 

1,981 
2,888 

2,459 
3,001 

2,402 
3,021 

-2 

+1 

FOOD  USE 

789 

829 

825 

0 

SEED 

98 

98 

98 

0 

FEED  &  RES. 
DOMESTIC  USE 

250 
1,137 

191 
1,118 

275 
1,198 

+44 
+7 

EXPORTS 
TOTAL  USE 

1,280 
2,416 

1,354 
2,472 

1,225 
2,423 

-10 
-2 

ENDING  STOCKS 

472 

529 

PERCENT 

598 

+13 

STOCKS /USE  RATIO 

20 

21 

25 

+19 

DOT.TARS  PER 

BUSHEL 

AVG.  MARKET  PRICE 
LOAN  RATE 

3.00 
2.04 

3.24 
2.21 

3 

.10-3.25 
2.45 

-4  to  0 
+11 

F  =  Forecast. 
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World  Coarse  Grain  Exports  and  U.S.  Share 


Million  metric  tons 
120 


1970/71  75/76  80/81 

1993/94  loracasl.  Indudes  wheat  flour,  excludes  intra-EC  trade. 


85/86 


90/91 


93\94 


World  Coarse  Grain  Supply  and  Use  and  U.S.  Coarse  Grain  Exports 


Item 

1988/89 

1989/90 

1990/91 

1991/92 

1992/93 

1993/94  F 

Million  tons 

World  1/ 

Production 

721.1 

790.9 

820.9 

803.4 

857.6 

779.9 

Use 

785.0 

814.1 

808.7 

809.4 

833.5 

821.8 

Ending  stocks 

151.0 

127.9 

140.2 

134.3 

158.3 

116.5 

Trade  U 

World 

95.2 

103.8 

88.1 

93.5 

88.0 

85.7 

U.S. 

60.4 

69.0 

51.8 

50.2 
Percent 

50.1 

39.9 

Trade  share 

U.S. 

fi4 

67 

59 

54 

.57 

47 

EC 

11 

9 

9 

11 

10 

11 

China 

5 

3 

8 

10 

13 

15 

F  -  Forecast.   1/  Aggregate  of  local  marketing  years.   2/  October -September 
trade  year.  Excludes  Intra-EC  trade.   Includes  Intra-FSU  trade. 
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U.S.  FEED  GRAINS  SUPPLY  AND  DEMAND 


1992/93 

1992/93 
MILLION  TONS 

1993/94  F 

CHANGE  FROM 
YEAR  AGO 

PERCENT 

BEGINNING  STOCKS 

47.7 

34.0 

63.1 

+86 

PRODUCTION 
TOTAL  SUPPLY 

218.4 
268.2 

277.5 
312.7 

187.3 
252.8 

-33 
-19 

FOOD,  SEED,  & 
INDUSTRY 

42.7 

44.0 

45.6 

+4 

FEED  &  RES. 
DOMESTIC  USE 

141.8 
184.5 

154.5 
198.6 

141.2 
186.8 

-9 
-6 

EXPORTS 
TOTAL  USE 

49.7 
234.2 

51.1 
249.7 

39.2 
226.0 

-23 
-9 

ENDING  STOCKS 

34.0 

63.1 

PERCENT 

26.8 

-58 

STOCKS/USE  RATIO 

15 

25 

12 

-52 

F  =  Forecast. 

77-965    0—94- 


-11 
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U.S.  CORN  SUPPLY  AND  DEMAND 


1991/92 

1992/93 

MILLION  BUSHELS 

1993/94  F 

CHANGE  FROM 
YEAR  AGO 

PERCENT 

BEGINNING  STOCKS 

1,521 

1,100 

2,113 

+92 

PRODUCTION 
TOTAL  SUPPLY 

7,475 
9,016 

9,482 
10,589 

6,344 
8,477 

-33 
-20 

FOOD,  SEED,  & 
INDUSTRY 

1,454 

1,511 

1,575 

+4 

FEED  &  RES. 
DOMESTIC  USE 

4,878 
6,332 

5,301 
6,813 

4,800 
6,375 

-9 
-6 

EXPORTS 
TOTAL  USE 

1,584 
7,916 

1,663 
8,476 

1,300 
7,675 

-22 

-9 

ENDING  STOCKS 

1,100 

2,113 
PERCENT 

802 

-62 

STOCKS/USE  RATIO 

14 

25 

10 

-60 

DOLLARS  PER  BUSHEL,  CORN 

AVG.  MARKET  PRICE 
LOAN  RATE 

2.37 
1.62 

2.07 
1.72 

2.55-2.75 
1.72 

+23  to  +33 
0 

F  «■  Forecast. 
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World  Rice  Exports  and  U.S.  Share 


Million  metric  tons 
20 


1970/71  75/76 

1993^  forecast  Excludes  kitra-EC  trade. 


80/81 


85/86 


90/91 


93/94 


World  Rice  Supply  and  Use  and  U.S.  Rice  Exports 


Item 

1988/89 

1989/90 

1990/91 

1991/92 

1992/93 

1993/94  F 

Million  tons, 

milled  has 

is 

World  1/ 

Production 

330.1 

343.1 

350.7 

348.3 

351.3 

346.9 

Use 

327.7 

336.4 

345.8 

352.9 

354.7 

355.7 

Ending  stocks 

47.8 

54.5 

59.4 

54.8 

51.5 

42.7 

Exports  2/ 

World 

13.9 

11.7 

12.0 

14.0 

14.6 

15.4 

U.S. 

3.0 

2.4 

2.2 

2.1 

2.5 

2.7 

Percent 

Trade  share 

U.S 

21 

21 

18 

15 

17 

18 

Thailand 

42 

34 

33 

34 

32 

26 

Vietnam 

10 

14 

9 

14 

13 

13 

F  -  Forecast. 

1/  Aggregate  of  local  marketing  years,   2/  Exports  are  calendar  year  indicated 
by  second  half  of  split  year.   Exclude  intra  -  EC  trade.   Includes  intra  -  FSU  trade. 
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U.S.  RICE  SUPPLY  AND  DEMAND 


1990/91 

1992/93 

1993/94  F 

CHANGE  FROM 
YEAR  AGO 

MILLION  CWT 

PERCENT 

BEGINNING  STOCKS 

26.4 

27.4 

39.4 

+44 

PRODUCTION 
TOTAL  SUPPLY 

157.5 
187.3 

179.7 
213.2 

156.1 
202.3 

-13 
-5 

DOMESTIC  USE 

93.5 

96.7 

98.6 

+2 

EXPORTS 
TOTAL  USE 

66.4 
159.9 

77.0 
•   173.7 

83.0 
181.6 

+8 
+5 

ENDING  STOCKS 

27.4 

39.4 
PERCENT 

20.7 

-47 

STOCKS/USE  RATIO 

17 

23 
DOLLARS  PER 

CWT 

11 

-52 

AVG.  MARKET  PRICE 
LOAN  RATE 

7.58 
6.50 

5.90 
6.50 

8.25-9.75 
6.50 

+40  to  +65 
0 

F  =  Forecast. 
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OILSEEDS 

*  World  oilseed  trade  and  consumption  are  slowing  In  1993/94,  partly  because 
of  lower  production  and  supplies,  especially  in  the  United  States.   But  global 
demand  also  remains  on  a  slower  growth  path  because  of  declines  in  protein 
meal  use  in  the  EU  and  continued  weak  protein  feed  demand  in  Eastern  Europe 
and  the  former  Soviet  Union.   Most  of  the  demand  strength  for  protein  meal  in 
1993/94  is  in  the  emerging  markets  of  Asia  and  Latin  America. 

*  A  strong  global  vegetable  oil  market  is  supporting  oilseed  demand  and 
prices  in  1993/94.   Global  consumption  Is  projected  to  increase  by  nearly  3 
percent,  more  than  twice  the  rate  for  protein  meals  and  well  above  growth  in 
world  vegetable  oil  supplies.   Consequently,  global  vegetable  oil  inventories 
are  being  drawn  down  to  their  lowest  levels  in  nearly  10  years  and  stocks 
relative  to  recent  consumption  are  the  lowest  since  1972/73. 

*  In  the  United  States,  following  record  yields  for  soybeans  in  1992/93, 
crop  yields  and  acreage  harvested  were  sharply  reduced  in  1993/94  because  of 
excessive  moisture  and  widespread  flooding  in  the  Midwest  and  drought  in  the 
Southeast.   U.S.  soybean  production  in  1993/94  dropped  by  17  percent  while 
total  U.S.  oilseed  production  was  off  by  16  percent. 

*  Projected  1993/94  U.S.  soybean  exports  are  down  by  21  percent,  and  soybean 
meal  may  be  off  by  a  similar  degree.   U.S.  crush  is  forecast  to  drop  by  only  3 
percent  as  domestic  protein  feed  demand  remains  strong.   The  sharp  drop  in 
U.S.  soybean  exports  is  attributed  to  larger  foreign  supplies  of  oilseeds, 
projected  up  12  percent,  and  sluggish  protein  demand  growth  In  the  EU. 
Declining  grain  prices  there  under  CAP  reform  are  encouraging  more  grain 
consumption,  partly  at  the  expense  of  protein  feeds.   With  lower  U.S. 
availability,  U.S.  trade  share  in  soybeans  and  soybean  meal  is  forecast  to 
drop  to  less  than  35  percent  and  the  lowest  ever. 

*  Season- average  prices  for  soybeans  are  projected  to  range  between  $6.10 
and  $7.10  per  bushel,  up  nearly  20  percent  from  last  year's  $5.60.   Prices  are 
being  supported  by  tightening  U.S.  and  global  oilseed  and  vegetable  oil 
inventories.   Vegetable  oil  prices  constitute  a  larger  share  of  the  seed  value 
this  year;  soybean  oil  prices  are  projected  to  range  between  26.0  to  29.0 
cents  per  pound,  up  nearly  30  percent  over  1992/93. 

*  For  the  remainder  of  1993/94,  price  prospects  for  soybeans  and  other 
oilseeds  will  be  strongly  impacted  by  South  American  crops  to  be  harvested  in 
March  to  May  and  by  U.S.  new- crop  prospects  this  summer.   A  small  recovery  is 
anticipated  for  U.S.  soybean  planted  acres  In  1994/95  from  last  year's  level, 
and  production  could  show  a  strong  recovery  given  more  normal  crop  growing 
conditions.   Demand  and  price  strength  will  probably  again  favor  soybean  oil 
over  soybean  meal  as  European  markets  continue  to  adjust  to  agricultural 
policy  reforms  and  the  GATT  agreement,  and  edible  oil  inventories  are  only 
gradually  rebuilt. 
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World  Soybean  and  Meal  Exports  (in  Soybean  equivalent)  and  U.S.  Share 


Percent 
100 


Million  metric  tons 
80 


U.S.  Share 


World  exports  - 


75^6 
1933/94  forecast  Excludes  Intra-EC  tracto. 


80/81 


93\94 


World  Soybean  Supply  and  Use  and  U.S.  Soybean  Exports  1/ 


Iten 

1988/89 

1989/90 

1990/91    1991/92 

1992/93 

1993/94  F 

Million  tons 

World 

Production 

96.1 

107.4 

104.2      106.9 

116.5 

112.1 

Crush 

81.5 

87.9 

87.2       91.9 

95.7 

97.4 

Ending  stocks 

18.3 

20.6 

20.5       18.3 

20.8 

17.2 

Exports  2/ 

World 

54.8 

59.8 

58.7       64.2 

64.0 

64.5 

U.S. 

20.5 

23.0 

21.3       26.5 
Percent 

28.0 

22.3 

Trade  share 

U.S.  u 

37 

38 

36        41 

44 

35 

Brazil 

29 

26 

22        23 

22 

25 

Argentina 

12 

15 

19        17 

16 

18 

F  -  Forecast.  \J   Local  marketing  year  basis,  except  for  Argentina  and  Brazil, 
which  are  on  an  October -September  year.  2/  Includes  soybean  meal  on  a  soybean 
equivalent  basis.   Includes  Intra- FSU  trade. 
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U.S.  SOYBEANS  SUPPLY  AND  DEMAND 


1991/92 

1992/93 

1993/94  F 

CHANGE  FROM 
YEAR  AGO 

MILLION  BUSHELS 

PERCENT 

BEGINNING  STOCKS 

329 

278 

292 

+5 

PRODUCTION 
TOTAL  SUPPLY 

1,987 
2,319 

2,188 
2,468 

1,809 
2,106 

-17 
-15 

CRUSHINGS . 

1,254 

1,279 

1,230 

-4 

SEED  AND  FEED 
DOMESTIC  USE 

103 
1,357 

127 
1,406 

111 
1,341 

-13 
-5 

EXPORTS 
TOTAL  USE 

684 
2,041 

770 
2,176 

615 
1,956 

-20 
-10 

ENDING  STOCKS 

278 

292 
PERCENT 

150 

-49 

STOCKS/USE  RATIO 

14 

13 

8 

-38 

DOLLARS  PER 

BUSHEL 

AVG,  MARKET  PRICE 
LOAN  RATE 

5.58 
5.02 

5.60 
5.02 

6.10-7.10 
5.02 

+9  to  +27 
0 

F  =  Forecast. 
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U.S.  Oilseed  Production,  1993 


Mustard  and 

flaxseed 

Rapeseed 

Safflower 


Sunflower 


Million  metric  tons 


Soybeans 


I  Cottonseed  ^M  Peanuts 


Minor  oflseeds 


Minor  Oilseed  Production  1/ 


ZtMl 


1982 


1987 


1992 


1993 


Sunflower 
Flaxseed 
Rapeseed  2/ 
Safflower 
Mustard 


1, 

,000 

metric 

tons 

2,419 

1 

,183 

1 

.181 

1.178 

261 

189 

84 

88 

3 

21 

85 

118 

108 

147 

185 

243 

10 

8 

7 

6 

1/  Data  for  1982  and  1987  are  from  the  Census  of  Agriculture  for  rapeseed, 
safflower,  and  mustard.   Data  for  these  oilseeds  in  1993  are  from  the  1993 
Crop  Production  Summary  (MASS)  of  minor  oilseeds.   2/  In  1993,  canola 
accounted  for  97  percent  of  total  U.S.  rapeseed  production. 
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COTTON 

*  The  world  cotton  outlook  for  1993/94  is  highlighted  by  below-average 
production,  stable  consumption,  declining  stocks  and  rising  prices.   World 
output  is  projected  at  80  million  bales,  down  3  percent  from  last  season  and  7 
percent  below  the  5 -year  average,  reflecting  smaller  crops  in  China  and 
Pakistan.   Global  use  is  forecast  at  nearly  86  million  bales,  about  unchanged 
from  both  last  year  and  the  1988-92  average,  as  sluggish  textile  activity 
continues  to  inhibit  growth  in  parts  of  Europe,  the  Far  East  and  the  former 
Soviet  Union.   World  ending  stocks  are  placed  at  33  million  bales,  down  5 
million  from  the  beginning  level. 

*  Global  cotton  trade  during  1993/94  is  expected  to  increase  about  5  percent 
to  26  million  bales,  primarily  reflecting  a  rebound  in  U.S.  exports  from  last 
season's  extremely  low  level.   Relatively  strong  import  demand  by  traditional 
importing  countries,  as  well  by  some  producing  countries  which  are  suffering 
from  smaller  crops,  coupled  with  tight  export  supplies  abroad,  are  boosting 
U.S.  export  prospects.   The  U.S.  share  of  world  trade  this  season  is  projected 
at  24  percent,  slightly  above  last  season  and  the  5-year  average. 

*  The  1993/94  U.S.  cotton  outlook  features  a  slightly  larger  supply, 
moderately  larger  use,  and  declining  stocks.   While  below-average  yields  held 
output  equal  to  last  year's  16.2  million  bales,  larger  beginning  stocks 
boosted  the  supply  by  5  percent.   Total  use  is  projected  at  16.4  million 
bales,  up  1  million  from  1992/93,  reflecting  one -fifth  larger  exports  of  6.2 
million  bales.  Mill  use  is  expected  to  hold  steady  this  season  at  a 
relatively  high  10.2  million  bales.   Stocks  are  projected  to  decline  slightly 
to  4.5  million  bales,  equal  to  27  percent  of  expected  use,  3  percentage  points 
shy  of  the  stocks-to-use  target  in  current  legislation. 
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World  Cotton  Exports  and  U.S.  Share 


Million  bales 
40 


93\94 


199394  torecasL 


World  CotCon  Supply  and  U.S.  CoCCon  Exports  1/ 


Item 

1988/89 

1989/90 

1990/91    1991/92 

1992/93 

1993/94F 

Million  480-pound  bales 

World 

Production 

84.4 

79.8 

87.0       96.0 

82.8 

80.3 

Use 

85.3 

86.6 

85.5       84.4 

86.1 

85.6 

Ending  stocks 

31.8 

26.2 

28.5       40.6 

38.5 

33.3 

Exports  2J 

World 

33.1 

31.3 

29.7       28.3 

24.8 

26.1 

U.S. 

6.1 

7.7 

7.8        6.6 

Percent 

5.2 

6.2 

Trade  Share 

U.S. 

19 

25 

26        23 

21 

24 

Uzbekistan 

21 

22 

18        18 

22 

23 

Pakistan 

11 

4 

5         7 

S 

2 

F  -  Forecast. 

1/  Local  marketing  year  basis.   2/  August/July  trade  year;  Includes  Intra- FSU 
trade . 
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U.S.  COTTON  SUPPLY  AND  DEMAND 


1991/92 

1992/93 

1993/94 

F    CHANGE  FROM 
YEAR  AGO 

MILLION  480-POtniD 

BALES 

PERCENT 

BEGINNING  STOCKS 

2.34 

3.70 

4.66 

+26 

PRODUCTION 
TOTAL  SUPPLY 

17.61 
19.97 

16.22 
19.92 

16.18 
20.84 

0 
+5 

HILL  USE 

9.61 

10.25 

10.20 

0 

EXPORTS 
TOTAL  USE 

6.65 
16.26 

5.20 
15.45 

6.20 
16.40 

+  19 
+6 

ENDING  STOCKS 

3.70 

4.66 
PERCENT 

4.50 

-3 

STOCKS/USE  RATIO 

23 

30 

27 

-10 

CENTS  PER  POUND 

AVG.  MARKET  PRICE 
LOAN  RATE,  UPLAND 

58.10 
50.77 

54.90 
52.35 

54.30 
52.35 

1/          -1 
0 

1/  August-November 

1993  we 

.ighted  average.   F 

=  Forecast. 
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HORTICULTURAL  PRODUCTS.  SUGAR,  AND  TOBACCO 

*  Grower  cash  receipts  from  vegetables  are  forecast  at  $12.1  billion  in  1994, 
up  2.5  percent  from  1993.   A  slightly  smaller  fall  potato  harvest  in  1993 
along  with  strong  processing  demand  is  increasing  farmer  returns  for  potatoes. 
Lower  winter  tomato  acreage  in  Florida  is  helping  to  bring  improved  grower 
prices  for  tomatoes,  but  increased  lettuce  production  in  Arizona  and 
California  has  driven  prices  lower. 

*  Grower  cash  receipts  for  fruit  and  tree  nuts  are  forecast  at  $10.4  billion 
in  1994,  up  more  than  2  percent  from  1993.   Although  still  low,  prices  for 
Florida  oranges  for  processing  have  improved  from  the  depressed  level  of  a 
year  ago.   Large  storage  supplies  are  keeping  a  lid  on  apple  prices. 

*  The  greenhouse,  turf  grass  and  nursery  industries  form  one  of  the  most 
dynamic  sectors  of  U.S.  agriculture.   Cash  receipts  in  1994  are  forecast  to 
grow  4  percent  to  $9.8  billion. 

*  Horticultural  product  exports  in  fiscal  year  1994  are  forecast  at  $7.6 
billion,  up  4  percent  from  last  year.   Economic  recession  in  major  market 
countries  is  restraining  growth  this  year,  but  over  the  longer  run 
horticultural  product  exports  will  benefit  greatly  from  the  improved  market 
opportunities  brought  by  the  NAFTA  and  Uruguay  Round  agreements. 

*  U.S.  sugar  production  in  fiscal  year  1993/94  is  forecast  at  7.54  million 
short  tons,  raw  value,  the  second  highest  on  record,  but  4  percent  below 
1992/93.   Beet  sugar  production  is  down  because  of  flooding  and  excessive  rain 
in  parts  of  Minnesota  and  North  Dakota. 

*  Domestic  sugar  use  is  expected  to  rise  about  1.8  percent  to  9.23  million 
tons.   Sugar  accounts  for  about  45  percent  of  U.S.  caloric  sweetener  use, 
followed  by  36  percent  for  high  fructose  corn  syrup  (HFCS) ,  and  18  percent  for 
other  com  sweeteners. 

*  The  two-year  tariff  rate  import  quota  for  sugar  in  fiscal  years  1992/93  and 
1993/94  is  2.5  million  short  tons.   The  Food,  Agriculture,  Conservation  and 
Trade  Act  of  1990  requires  the  Secretary  to  impose  marketing  allotments  on 
domestic  producers  if  USDA  forecasts  indicate  annual  import  needs  of  less  than 
1.25  million  short  tons.   Allotments  were  imposed  in  July-September  1993. 

*  The  U.S.  domestic  price  for  raw  sugar  in  January  1994  averaged  22.0  cents 
per  pound,  up  1.2  cents  from  January  1993.   The  higher  price  is  in  response  to 
forecast  lower  stocks  at  the  end  of  the  fiscal  year.  The  small  1993  com  crop 
has  helped  to  keep  com  sweetener  prices  relatively  high  in  1993/94. 

*  U.S.  tobacco  production  was  down  in  1993,  but  supplies  of  domestic  tobacco 
in  1993/94  are  up  because  of  larger  beginning  stocks.   Despite  increased 
supports,  flue-cured  and  burley  tobacco  prices  are  lower  because  of  surplus 
world  leaf  supplies  and  weak  demand  caused  by  the  uncertain  future  of  Federal 
cigarette  excise  taxes. 

*  U.S.  tobacco  production  likely  will  decline  again  in  1994.  Grower  cash 
receipts  for  tobacco  are  forecast  to  drop  18  percent  in  1994  to  $2.2  billion. 
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U.S.  Sugar  Production  and  imports 

Million  short  tons,  raw  value 
8 


2  ■ 


^  Imports 


•..*'♦. 


'•i 


-i I I 1_ 


1975/76  78/79 


199394  hirecasL 


81/82  84/85  87/88 

Fisceil  years 


90/91      93/94 


U.S.  Sugar  Supply  and  Use,  Fiscal  Years 


Description 


1988/89   1989/90   1990/91    1991/92    1992/93    1993/94  F 


Beginning  stocks  1/  1,315 

Total  production  6,712 

Total  imports  2,037 

Total  supply  10,064 

Total  exports  516 

Total  deliveries  8,264 

Total  use  2/  8,840 

Ending  stocks  1/  1,224 


1,000  short  tons,  raw  value 
1,224     1,210     1,496     1,450 


6,623 

2,568 

10,415 

614 
8,531 
9,205 

1,210 


6,904 

2,825 

10,939 

682 
8,773 
9,443 

1,496 


7,238 

2,192 

10,926 

630 
8,875 
9,476 

1,450 


831 
039 


11,320 


486 
,063 
,564 


1,756 


1,756 

7,540 

1,815 

11.111 

580 
9,225 
9,805 

1,306 


F  -  Forecast. 

X/  Stocks  in  hands  of  U.S.  primary  distributors  and  CCC.   2/  Includes  CCC  disposal, 
polyhydric  alcohol,  refining  loss,  and  statistical  discrepancy  as  well  as  total  deliveries 
and  total  exports. 
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U.S.  Caloric  Sweetener  Consumption 


Pounds  per  capita 
150 


125  ■ 


100 


75 


50 


.••"' 

All  caloric  sweeteners 

■ 

"■•••^Sugar 

1975     77 


79 


81      83      85      87      89      91 
Calendar  year 


1994  forecast.  Cakxtc  swestensfs  Include  sugar,  com  sweeteners,  iKXiey.  and  edible  syrups. 


Per  Capita  Consumption  of  Caloric  Sweeteners,  Calendar  Years 


93 


Item 


1989 


1990      1991      1992     1993 


1994  F 


Sugar  use  1/ 

All  caloric 
sweeteners  2/ 


Pounds 
62.8      64.4      63.8 


64.6     64.3 


137.3     140.7     141.7     143.2    144.7 


64.8 


146.3 


F  -  Forecast. 

1/  Does  not  Include  sugar  in  imported  blends.  U   Comprises  sugar,  corn 
sweeteners,  honey,  and  edible  syrups. 


other  Crops'  Share  of  Cash  Receipts 
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'3pl§j  Sugar  and  Miscellaneous 
""""  11.0% 

Tobacco  7.3% 


Greenhouse  and  nursery 
22.5% 


Fmit  and  nut  27.3% 


Vegetables  31 .9% 


1969-92  average. 


Other  Crops :   Cash  Receipts 


Crop 

1989 

1990 

1991 

1992 

1993  F 

Million  dollars 

Vegetables 

11,596 

11,449 

11,552 

11,436 

11,800 

Fruits  &  nuts 

9.173 

9,440 

9,888 

10,183 

10,200 

Greenhouse  &  nursery 

7,838 

8,510 

8,828 

8.999 

9,400 

Tobacco 

2,415 

2.741 

2,886 

2,961 

2,700 

Miscellaneous 

3,819 

4,056 

3,950 

4,066 

4,000 

Total 

34,841 

36,196 

37.104 

37,645 

38,100 

F  -  Forecast. 
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Other  Crops:   Leading  Products,  1992 


Product  Cash  receipts 


Million  dollars 
Fruit  and  nuts 

Apples  1.684 

Grapes  1,713 

Oranges  1,616 

Strawberries  685 

Almonds  670 

Peaches  373 


Vegetables 

Potatoes  2,033 

Tomatoes  1,819 

Lettuce  1 . 108 

Onions  665 

Beans,  dry  *87 

Com,  sweet  ^7 


Other 

Sugarbeets  1,109 

Cane  for  sugar  922 

Mushrooms  659 


Horticultural  Product  Exports 
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%  of  1980 
250 


22S 


200 


175  • 


SO 
1980 


82 


84 


'»•• 


■  » 


' 


86  88 

Calendar  year 


90 


92 


94 


1994 


Horclcultural  Product  Exports  1/ 


Fiscal  years 

1990 

1991 

1992 

1993 

1994  F 

Billion  dollars 

Horticultural 

5.2 

6.1 

7.0 

7.3 

7.6 

Fruits 

2.2 

2.5 

2.8 

2.7 

2.8 

Nuts 

.7 

.8 

.9 

.9 

.9 

Vegetables 

1.4 

1.7 

1.9 

Percent 

2.1 

2.2 

Share  of  total 

agricultural  exports 

12.9 

16.3 

16.5 

17.2 

17.9 

F  -  Forecast. 

1/  Fiscal  year  data. 
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LIVESTOCK  AND  POULTRY 


*  World  meat  production  is  rising  in  199A,  with  strong  gains  in  pork  and 
poultry.   Pork  production  is  expected  to  Increase  about  2  1/2  percent  this 
year,  continuing  the  upward  trend  of  the  last  several  years.   Strong  gains  in 
China,  the  world's  largest  pork  producer,  are  pushing  the  world  total  higher. 
Beef  production  likely  will  be  up  slightly  this  year,  following  a  small 
decline  in  1993.   World  poultry  meat  production  is  expected  to  increase  about 
4  percent  in  1994,  continuing  a  strong  upward  trend.   Poultry  meat  output  was 
up  nearly  4  percent  in  1993  and  more  than  6  percent  in  1992. 

*  U.S.  total  meat  output  continues  to  set  records  each  year.   In  1994,  meat 
production  is  expected  to  increase  2-3  percent  from  the  year-earlier  level. 
Beef  and  broiler  production  are  expected  to  increase  while  pork  output  slips. 
Total  meat  output  was  up  about  1.5  percent  in  1993  and  4.5  percent  in  1992. 

*  The  large  increases  in  meat  output  have  pushed  U.S.  per  capita  meat 
consumption  to  unprecedented  levels.   Per  capita  consumption  likely  will  top 
211  pounds  (retail  weight  basis)  in  1994,  up  from  around  208  in  1992  and  1993. 
Per  capita  consumption  was  199-200  pounds  in  1985  through  1987  and  200-203 
pounds  from  1988  through  1991.   Year-after-year  gains  in  poultry  account  for 
most  of  the  increase  seen  since  the  mid-1980' s. 

*  U.S.  beef  production  in  1993  was  about  unchanged  from  the  previous  year. 
During  the  first  half  of  the  year,  slaughter  weights  were  down  sharply  from 
1992  because  of  adverse  weather  conditions  in  the  major  cattle  feeding  areas. 
This  resulted  in  a  decline  in  beef  production  during  the  first  half.   Weights 
recovered  in  the  second  half  and,  with  a  little  larger  slaughter  than  a  year 
earlier,  beef  production  increased.   Fed  cattle  slaughter  in  1993  was  up  about 
1  percent  from  a  year  earlier  and  cow  slaughter  rose  around  4  percent. 

*  The  inventory  of  cattle  on  feed  at  the  beginning  of  1994  was  up  2  percent 
from  a  year  earlier  and  the  highest  since  1979.  This  inventory  and  expected 
placements  near  a  year  earlier  during  1994,  will  support  a  small  increase  in 
fed  cattle  slaughter.  Cow  slaughter  in  1994  likely  will  increase  marginally. 
Slaughter  weights  in  the  first  half  of  1994  are  expected  to  continue  sharply 
higher  than  a  year  earlier.  Beef  production  for  1994  is  forecast  about  4 
percent  above  a  year  ago  with  the  sharpest  gains  in  the  first  half. 

*  Fed  cattle  prices  in  the  first  half  of  1993  were  supported  by  the 
reduction  in  beef  output  that  resulted  from  the  sharp  drop  in  average  weights . 
Choice  slaughter  steer  prices  for  the  Nebraska  direct  market  averaged  around 
$80  per  cwt  in  that  period.   Prices  slipped  in  the  last  half  of  1993  as  beef 
output  increased.   For  all  of  1993  prices  averaged  a  little  over  $76  per  cwt. 
Increased  production  in  1994  is  expected  to  result  in  prices  averaging  a 
couple  of  dollars  per  cwt  under  this  level.        ^    -j 

*  Hog  producers  are  reducing  their  inventories.   On  December  1,  1993,  the 
inventory  of  all  hogs  and  pigs  was  down  2  percent  from  a  year  earlier.   The 
breeding  inventory  was  down  1  percent  and  the  number  kept  for  market  hogs  was 
down  2  percent.   The  lower  market  hog  inventory  and  the  intentions  to  farrow 
fewer  sows  in  the  first  half  of  1994  point  to  a  reduction  in  pork  output  in 
1994.   Production  in  1994  is  forecast  to  decline  2-3  percent  from  the  1993 


337 


level  that  was  almost  1  percent  below  1992 's  output.   Last  year,  hog  prices 
averaged  about  $3  per  cwt  above  the  1992  level.   This  year  prices  are  expected 
to  average  near  the  1993  level.   Although  consumers'  purchasing  power 
continues  to  Increase,  larger  competing  meat  supplies  and  wider  farm-retail 
spreads  will  pressure  hog  prices. 

*  Broiler  production  continued  its  upward  trend  in  1993,  increasing  over  5 
percent,  a  slightly  smaller  gain  than  in  1992.   Broiler  prices  in  1993 
averaged  above  the  previous  year's  level  as  strong  exports  and  domestic  demand 
supported  prices.   Producers  had  favorable  returns  in  1993  and  gains  in 
production  are  expected  again  in  1994.   Gains  in  production  in  1994  are 
expected  to  about  match  those  seen  in  1993.   Broiler  prices  In  1994  are 
expected  to  average  slightly  below  the  1993  level. 

*  From  1985  through  1990,  turkey  production  increased  about  60  percent.   But, 
with  poorer  returns,  the  increase  in  production  slowed  to  2  percent  in  1991 
and  nearly  4  percent  in  1992.   Production  increased  less  than  1  percent  last 
year.   Returns  continue  to  be  squeezed  by  relatively  low  turkey  prices.   This 
is  likely  to  hold  the  1994  increase  to  around  2  percent. 

*  U.S.  beef  imports  totaled  about  2.4  billion  pounds  in  1993,  down  slightly 
from  the  1992  level.   Imports  in  1993  were  equal  to  almost  10.5  percent  of 
U.S.  beef  production.   Beef  imports  are  expected  to  decline  2-3  percent  in 
1994.   Beef  exports  declined  almost  4  percent  in  1993,  following  strong 
increases  the  previous  2  years.   Economic  weakness  in  some  of  the  major 
Importing  countries  dampened  demand  last  year.   Exports  in  1993  were  equal  to 
5.5  percent  of  U.S.  beef  production.   Exports  are  expected  to  increase  about  a 
tenth  in  1994. 

*  U.S.  pork  imports  increased  about  12  percent  in  1993  as  our  Imports  from 
major  exporters,  particularly  Denmark,  increased.   In  1994,  imports  likely 
will  continue  to  increase.   U.S.  pork  exports  in  1993  were  slightly  larger 
than  a  year  earlier.   As  with  beef,  weak  economies  in  major  Importing 
countries  contributed  to  the  slowdown  in  exports.   Exports  likely  will  slip  a 
little  in  1994  as  a  result  of  higher  U.S.  prices  and  continued  weakness  in 
foreign  demand.   In  1993,  pork  imports  were  equal  to  a  little  over  4  percent 
of  U.S.  pork  production  while  exports  were  equal  to  almost  2.5  percent. 

*  Exports  of  broiler  meat  increased  about  28  percent  in  1993,  equaling  about 
8  percent  of  production.   Exports  to  Japan  were  down  but  this  was  offset  by 
strong  gains  to  many  other  countries.   Exports  to  most  of  the  traditional 
markets  are  likely  to  remain  strong  In  1994.   Turkey  exports  were  also  up 
sharply  in  1993,  with  most  of  the  gain  coming  from  sales  to  Mexico.   Quotas  in 
1994  likely  will  result  in  a  decline  in  shipments  of  both  broilers  and  turkey 
to  Mexico. 

*  Retail  meat  prices  increased  about  3  percent  In  1993  while  poultry  prices 
rose  almost  4  percent  from  a  year  earlier.   With  the  large  meat  and  poultry 
supplies  anticipated  for  1994,  retail  meat  likely  will  be  about  unchanged  from 
1993 's  level  and  poultry  prices  are  expected  to  decline  about  2  percent. 
Retail  beef  prices  are  expected  to  decline  about  2  percent  this  year,  and  pork 
prices  to  rise  around  3  percent. 
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U.S.  and  World  Meat  Production 

Million  metric  tons 
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^S  Poultry 
Pork 
Beef  and  veal 


World 


1980  89 

1993  preflmlnaiy,  1994  forecast 


U.S.  and  World  Meat  Production 


Item                1980 

1990 

1991 

1992 

1993  P 

1994  F 

Million 

metric  tons 

Beef  and  veal 

U.S.                10.0 

10.5 

10.5 

10.6 

10.6 

11.0 

World               40.8 

47.0 

47.0 

45.9 

45.7 

46.0 

Pork 

U.S.                 7.5 

7.0 

7.3 

7.8 

7.8 

7.6 

World               48.8 

63.0 

64.1 

65.8 

66.8 

68.4 

Poultry 

U.S.                 6.4 

10.6 

11.2 

11.9 

12.4 

13.0 

World               22.2 

35.0 

36.8 

38.9 

40.3 

41.8 

Lamb,  mutton,  and  goat 

U.S.                 0.1 

0.2 

0.2 

0.2 

0.2 

0.2 

World                4.9 

6.4 

6.6 

6.4 

6.4 

6.3 

F  -  Forecast.   P  -  Preliminary. 
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U.S.  Per  Capita  Meat  Consumption 


Pounds 
300 


250 


200 
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50 
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Per  Caplca  Meat  Consumption  (Retail  Weight  Basis) 


Item 

1980 

1990 

1991 

1992 

1993  P 

1994  F 

• 

Pounds 

Beef 

76.5 

67.8 

66.8 

66.5 

63.4 

67.1 

Veal 

1.5 

1.1 

1.0 

1.0 

.9 

.9 

Pork 

57.3 

49.8 

50.4 

53.1 

52.3 

50.7 

Lamb  and  mutton 

1.4 

1.4 

1.4 

1.4 

1.3 

1.3 

Total  red  meat 

136.6 

120.0 

119.6 

121.9 

119.9 

120.0 

Broilers 

47.0 

61.0 

63.7 

66.8 

68.6 

71.4 

Turkeys 

10.5 

17.6 

18.0 

18.0 

17.8 

18.0 

Other  chicken 

3.1 

1.9 

1.7 

1.6 

1.8 

1-8 

Total  poultry 

60.6 

80.5 

83.4 

86.4 

88.2 

91.2 

Total  meat 

197.2 

200.5 

202.9 

208.3 

208.0 

211.1 

P  -  Preliminary.   F  -  Forecast. 
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U.S.  Red  Meat  and  Poultry  Trade 


Billion  lbs. 
5.0 


1970  75 

1993  preliminary.  1994  forecast 

U.S.  Beef  Trade 


Billion  lbs 
3.0 


1970  "  75 

1993  preHmlnaiy.  1994  forecast 
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U.S.  Pork  Trade 
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U.S.  Poultry  Trade 
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U.S.  Meat  Production  and  Trade 


Item 

1980 

1990 

1991 

1992 

1993  P 

1994  F 

Million  pounds 

Beef 

Production 

21.643 

22,743 

22,917 

23,086 

23.081 

23,993 

Imports 

2,064 

2,356 

2,406 

2.440 

2.400 

2,340 

Exports 

173 

1,006 

1,188 

1,324 

1.275 

1,410 

Pork 

Production 

16,617 

15,354 

15,999 

17,234 

17.095 

16,704 

Imports 

550 

898 

775 

645 

720 

735 

Exports 

252 

238 

283 

407 

412 

400 

Poultry 

Production 

14,173 

23,468 

24,701 

26,201 

27.374 

28,624 

Imports 

0 

0 

0 

0 

0 

0 

Exports 

695 

1,222 

1,392 

1,701 

2.194 

2,255 

Total  meats 

Production 

53,151 

62,255 

64,286 

67,179 

68,164 

69,940 

Imports 

2,668 

3,295 

3,223 

3,135 

3.170 

3,125 

Exports 

1.124 

2,473 

2.873 

3.440 

3,890 

4,073 

Net  imports 

1.544 

822 

350 

(305) 

(720) 

(948) 

Exports (  ) 

Percent  of  production 

Beef 

9  S 

10.4 
4.4 

10.5 
5.2 

10.6 
5.7 

10.4 
5.5 

9.8 
5.9 

Exports 

0.8 

Pork 

Imports 

3.3 

5.8 

4.8 

3.7 

4.2 

4.4 

Exports 

1.5 

1.6 

1.8 

2.4 

2.4 

2.4 

Poultry 

Exports 

4.9 

5.2 

5.6 

6.5 

8.0 

7.9 

Total  meats 

Net  imports 

2.9 

1.3 

0.5 

(0.5) 

(1.1) 

(1.4) 

P  -  Preliminary.   F  -  Forecast. 
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U.S.  Cattle  and  Calf  inventory 


Million  head 
140 


AtolJmnryl.  19»4kmcuL 
Cattle  Balance  Sheet 


Item 

1980 

1983 

1990 

1992 

1993 

1994  F 

Million  head 

Beginning  inventories 

111.2 

109.6 

98.2 

99.6 

100.9 

102.2 

Calf  crop 

44.9 

41.0 

39.2 

39.3 

40.1 

41.0 

Supply 

156.9 

151.5 

139.5 

141.1 

143.5 

145.9 

Slaughter 

36.8 

40.0 

35.3 

33.1 

33.5 

34.3 

Death  lous 

5.4 

5.0 

4.4 

4.5 

4.8 

4.7 

Disappearance 

42.3 

45.2 

39.8 

39.3 

39.7 

40.6 

Ending  inventory 

114.4 

105.4 

98.9 

100.9 

102.2 

104.8 

F  •  Forecast. 
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Beef  Production  and  Steer  Prices 


Dollars  per  cwt 
80 


75 
70 
65 
60 
55 
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Billion  pounds 
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Pork  Production  and  Hog  Prices 
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Broiler  Production  and  Prices 


Cents  per  pound 
60 


55 

50 
45 

40'- 

Billion  pounds 
26 

23 

20 

17 

14 

11 


Broiler  prices 
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DAIRY 


*  Milk  production  in  1993  was  little  changed  from  the  previous  year.  The 
size  of  the  dairy  cow  herd  declined  aboat  1.2  percent  while  output  per  cow 
increased  about  1  percent.  Milk  output  per  cow  in  1992  rose  sharply  in 
response  to  unseasonably  cool  temperatures  during  the  summer  in  the  major 
dairy  areas  of  the  Midwest  and  Northeast.   Thus,  the  small  gains  in  output  per 
cow  in  1993  were  in  comparison  to  a  year  of  unusually  strong  gains. 

*  The  number  of  milk  cows  is  expected  to  continue  to  decline  in  1994.   Higher 
feed  costs  and  a  squeeze  on  producer  returns  will  contribute  to  the  decline. 
Output  per  cow  is  expected  to  increase  in  1994.   The  adoption  of  bST  will  help 
boost  milk  per  cow.   Milk  production  for  1994  is  projected  to  increase  almost 
1  percent. 

*  Commercial  use  of  dairy  products  increased  more  than  2  percent  in  1993 
after  having  increased  about  2  percent  in  1992.   In  1994,  commercial  use  is 
again  expected  to  increase  1-2  percent,  supported  by  the  stronger  economy. 

*  Among  the  dairy  products,  cheese  has  shown  a  strong  upward  trend  in 
commercial  use  during  the  past  decade,  featuring  use  of  both  American  cheese 
and  other  cheeses.   In  1993,  the  gains  in  cheese  sales  slowed.   Commercial  use 
of  butter  had  grown  slowly,  but  in  1993  the  pace  accelerated.   Nonfat  dry  milk 
sales  slowed  sharply  in  1993.   Fluid  milk  sales  have  been  about  flat  the  last. 
few  years. 

*  In  1993,  milk  prices  showed  a  lot  of  variability.   In  the  first  quarter  the 
all-milk  price  was  down  from  a  year  earlier.   Spring  time  saw  prices  move 
slightly  above  a  year  earlier  then  in  the  summer  they  dropped.   By  the  fourth 
quarter  prices  had  moved  back  above  the  year-earlier  level.   For  all  of  1993, 
the  all-milk  price  averaged  $12.83  per  cwt,  down  27  cents  from  the  previous 
year.   In  1994,  prices  are  expected  to  average  a  little  below  the  1993  level. 
Most  of  the  price  weakness  is  anticipated  during  the  last  half  of  the  year 
when  milk  production  begins  to  rebound. 

*  Net  removals  during  1993  totaled  almost  7  billion  pounds  milk  equivalent 
(milkfat  basis).   The  removals  were  heavily  weighted  toward  butter  with  only 
very  small  quantities  of  cheese  purchased  under  the  price  support  program.   In 
1994,  net  removals  are  forecast  to  total  5-6  billion  pounds  (milk  equivalent, 
milkfat  basis).   Purchases  will  again  consist  of  large  quantities  of  butter. 

A  large  part  of  the  nonfat  dry  milk  that  is  removed  from  the  commercial  market 
will  be  through  the  DEIP. 
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U.S.  Milk  Production,  Use,  Price,  and  Removals 


Billion  lbs. 
175 


B  Production 
Commercial  use 


1970  75 

1993  pre8mlna/y.  1994fc)recasL 


U.S.  Milk  Production,  Use,  Prices,  and  Removals  by  Calendar  Year 


Item 


1980 


1990 


1991 


1992 


1993  P 


1994  F 


Billion  pounds  1/ 


Production 

128.4 

148.3 

148.5 

151.7 

151.5 

152.7 

Conniercial  use 

118.9 

139.0 

139.4 

142.1 

145.6 

147.6 

Net  CCC  removals 

9.0 

9.0 

10.4 

10.0 

6.9 

5.7 

All  milk,  price 
received  by  farmers  13.05 


13.73 


Dollars  per  cwt 


12.24 


13.11 


12.83 


12.20 


1/  Milk  equivalent,  fat  basis.   P  -  Preliminary.   F  -  Forecast. 
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Milk  Production,  Number  of  Cows,  and  IVIilk  per  Cow 
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U.S.  Milk  Production,  Milk  Per  Cow,  and  Milk  Cows 


Item 


1980      1990      1991      1992      1993  P      1994  F 


Production 


Cows  1/ 


128.4     148.3 


Milk  per  cow       11,891    14.646 


10.8      10.1 


Billion  pounds 

148.5     151.7 

Pounds  per  cow 

14,868    15,423 

Million  head 

10.0       9.8 


151.5      152.7 


15,580     15,950 


9.7 


9.6 


\J   Average  number  on  farms  during  year.   F  -  Preliminary.   F  -  Forecast. 
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Sales  of  Selected  Dairy  Products 


%  of  1987 
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Sales  of  Selected  Dairy  Products 


Product 

1980 

1989 

1990 

1991 

1992 

1993   P 

Million 

pounds 

Fluid  1/ 

54.857 

57,781 

57,696 

58,211 

58,292 

58,000 

Butter  2/ 

879 

876 

915 

904 

944 

1,025 

American  cheese 

2/ 

2,024 

2,683 

2.784 

2,757 

2,901 

2,925 

Other  cheese  2/ 

1,828 

3.209 

3,426 

3,539 

3,795 

3.845 

Nonfat  dry 

milk 

2/ 

539 

873 

698 

663 

715 

585 

P  -  Preliminary. 

1/  All  fluid  milk,  cream,  and  specialty  products.   2/  Commercial  disappearance 
(including  commercial  exports). 
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GOVERNMENT  PAYMENTS 

*  In  the  farm  Income  accounts,  direct  cash  Government  payments  (through 
commodity  programs  such  as  deficiency  and  diversion  payments,  and  through 
reserve  storage,  conservation  programs,  and  disaster  assistance)  are  measured 
for  the  calendar  year.   This  is  in  contrast  to  the  President's  and  USDA's 
official  budget  forecasts  which  are  on  a  fiscal-year  basis.   Thirty  to  forty 
percent  of  direct  payments  are  made  in  the  fourth  calendar  quarter,  mainly 
wheat  deficiency  and  conservation  rental  payments. 

*  By  mid- January,  ASCS  had  released  only  the  first  three  quarters  of 
calendar  1993  monthly  cash  and  certificate  disbursals.   Adding  these  actual 
payments  to  forecasts  for  the  fourth  quarter  show  total  1993  payments  of  $11.0 
billion,  compared  with  $9.2  billion  in  1992.   Feed  grain  payments  were  up  over 
80  percent  from  1992 's  level  and  wheat  payments  were  up  15  percent.   Of  the 
nearly  $2.5  billion  In  disaster  payments  authorized  for  flood  and  drought 
relief,  only  about  $400  million  were  expected  to  be  disbursed  in  calendar 
1993;  the  rest  is  allocated  for  calendar  1994.   Total  direct  payments  for  1994 
are  forecast  at  $10- $12  billion  (not  including  any  paybacks  of  advance 
payments  made  in  1993). 

*  According  to  USDA's  Farm  Costs  and  Returns  Survey,  direct  payments  made  up 
about  5  percent  of  total  1992  gross  cash  farm  income.   For  the  one- third  of 
U.S.  farming  operations  who  reported  receiving  direct  payments,  it  averaged 
8.3  percent.   For  commercial-size  farms  earning  payments,  payments  were  a 
relatively  larger  share  of  gross  income  on  both  more  highly  leveraged  and  low 
income  farms  than  on  farms  in  a  favorable  financial  position. 

*  Cotton  farms  typically  receive  the  highest  per-farm  payments  (averaging 
$28,575  in  1992,  up  from  $16,430  in  1991).   These  farms  account  for  only  10 
percent  of  total  U.S.  payments,  but  95  percent  of  cotton  farms  reported 
receiving  payments.   Payments  accounted  for  11  percent  of  cotton  farms'  1992 
gross  cash  income.   The  more  numerous  cash  grain  farms  received  an  average 
$7,934  in  1992  payments,  or  10.1  percent  of  their  total  gross  cash  Income. 

*  Given  expectations  for  1994,  the  reduced  1993/94  feed- grain  crop  will 
raise  prices  for  the  rest  of  the  marketing  year.   Feed-grain  cash  receipts  are 
expected  to  rise  nearly  20  percent  for  the  year.  At  the  same  time  the  higher 
market  prices  will  decrease  feed- grain  deficiency  payments.  The  combination 
of  the  two  forces,  with  only  slight  expense  increases,  will  result  in  improved 
1993  net  cash  incomes  for  most  feed-grain  producers. 
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Farm  Program  Outlays 


$  billion 
30 


1986 


87 


88 


90  91 

Fiscal  years 


1993  prelmlnary.  1994  forecast 


CCC  Net  Outlays  by  Program 


Item 

FY 

1989 

FY 

1990 

FY 

1991 

FY 

1992 

FY 

1993 

FY 

1994  F 

Billion 

dollars 

Feed  grains 

3.4 

2.7 

2.7 

2.5 

5.5 

3.9 

Uheat 

* 

0.8 

3.0 

1.7 

2.4 

2.3 

Rice 

0.6 

0.7 

0.9 

0.7 

1.0 

1.0 

Cotton 

1.5 

-0.1 

0.4 

1.4 

2.3 

2.3 

Other 

5.0 

2.4 

3.1 

3.4 

6.0 

5.9 

Total 


10.5 


6.5 


10.1 


9.7 


17.2 


15.4 


F  -  Forecast.   *  -  less  than  $50  million. 


77-965  O— 94- 
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Cash  Income  by  Source  and  Major  Region,  1991-94 

$  billion 
lOOi 


80 
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•91    '92   '93  '94 
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1993  and  1994  forecast 


.HBI 


I:  ji     'i     U 


V:     ■  j  t ■!  t"*^'rj  F^=^ 


■91    '92   '93   '94  '91    '92  '93   '94 

Midwest  Southeast 


Other  receipts 
I      I  Government  receipts 
Livestock  receipts 
Crop  receipts 


,r    1 

1 

^. 

r^i 

J 

> 

•  :•.'. 

i 

1 

•91    -92  '93   "94 
South  Central 


'91  '92  '93  '94 
West 


Gross  Cash  Income,  by  Source  and  Region,  1993  1/ 


Crop 

Livestock 

Direct 

Region 

Receipts 

Receipts 

Payments 

Other 

Total 

Billion  dollars 

Northeast 

4.3 

7.2 

.1 

.5 

12.1 

Midwest 

33.5 

37.2 

5.8 

2.4 

79.0 

Southeast 

14.0 

13.8 

.5 

1.7 

30.0 

South  Central 

9.3 

15.8 

2.3 

1.5 

28.9 

West 

21.8 

15.6 

1.8 

1.4 

40.6 

1/  Forecast  for  calendar  1993. 
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FOOD  PRICES  AND  FOOD  ASSISTANCE 

*  The  Consumer  Price  Index  (CPI)  for  food  is  expected  to  rise  2  to  4  percent 
in  1994,  about  the  same  as  in  1993. 

*  The  general  economy  will  continue  to  improve  in  1994,  with  stronger  growth 
in  consumer  income  and  relatively  low  inflation.   More  income  has  already  led 
to  stronger  consumer  demand  for  durable  goods  and  will  eventually  boost 
spending  in  food  stores. 

*  Stable  inflation  wiil  keep  costs  of  processing  and  distributing  food  from 
rising  substantially. 

*  Supplies  of  meats  will  be  ample  in  1994,  with  larger  supplies  of  beef  but 
smaller  supplies  of  pork.   Lower  beef  prices  will  be  offset  by  higher  pork 
prices,  keeping  the  total  meat  CPI  nearly  level  with  1993. 

*  Fresh  fruit  prices  will  be  higher  in  1994  due  to  a  smaller  orange  crop 
from  both  Florida  and  California,  following  a  relatively  large  crop  last  year. 
The  processed  fruit  index  will  also  rise  due  to  higher  orange  juice  prices. 
The  apple  crop  was  also  down  from  last  year,  putting  pressure  on  apple 
supplies  and  prices. 

*  Fiscal  year  1993  saw  food  assistance  program  spending  rise  to  $35.4 
billion,  an  increase  of  5.5  percent  over  1992.   The  Food  Stamp  Program  costs 
rose  by  5  percent  while  serving  a  record  27  million  persons.   National  School 
Lunch  Program  costs  rose  by  5  percent  while  costs  for  the  Women,  Infants,  and 
Children  (WIC)  Program  rose  by  8 . 5  percent. 

*  In  fiscal  year  1994,  the  budget  authority  for  food  program  spending  is 
$39.5  billion.   Outlays  for  Food  Stamps,  WIC,  and  child  nutrition  programs  are 
up. 

*  For  fiscal  year  1995,  the  budget  authority  is  $40.3  billion.   Expenditures 
under  both  WIC  and  school  lunch  programs  are  expected  to  be  somewhat  higher. 
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Consumer  Price  Index 


Annual  %  change 
16 


Changes  In  the  Consumer  Price  Index 


Item 

1980 

1990 

1991 

1992 

1993 

1994  F 

Percent 

All  items 

13.5 

5.4 

4.2 

3.0 

2.9 

2.7 

Housing 

15.7 

4.5 

4.0 

2.9 

2.7 

NA 

Medical 

care 

10.9 

9.0 

8.7 

7.4 

5.9 

NA 

Transportation 

17.8 

5.6 

2.7 

2.2 

3.1 

NA 

Energy 

34.7 

8.3 

0.4 

0.5 

1.2 

NA 

Food  1/ 

8.6 

5.8 

2.9 

1.2 

2.2 

2-4 

F  -  Forecast.   NA  -  Not  available. 
1/  Excludes  alcoholic  beverages. 
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What  a  dollar  spent  on  food  paid  lor  In  1993 


Farm  value 


Marketing  bill 


Includes  food  eaten  at  home  and  away  from  home  Other  costs  include  property  taxes  and  insurance,  accounting  and  professional 
services,  promotion,  bad  debts,  and  many  miscellaneous  items 


Marketing  Bill,  Farm  Value,  and  Consumer  Expenditures  for  Farm  Foods 


Item 


1988 


1989 


1990 


1991 


1992 


1993  P 


Consumer  expenditures 

398.8 

419 

4 

Farm  Value 

96.8 

103 

8 

Marketing  Bill 

301.9 

315 

6 

Billion  dollars 

A49.8    465.1    474.5  491.3 

106.2    101.6    105.1  109.2 

343.6    363.5    369.4  382.1 


P  -  Preliminary. 


USDA  Costs  for  Food  Assistance 
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$  billion 
40 


1982 
Fiscal  years. 


Food  Assistance  Expenditures  1/ 


Items 


1989 


1990 


1991 


1992 


1993 


Food  stamps  2J 

Women,  Infants,  and 

Children  (WIC)  Program 

Child  nutrition 

Food  Donations  3/ 

Other  Programs  4/ 

Total 


13,820 


16,450 


Million  $ 

18,768      23,424 


24,649 


1.963 

2,191 

2,363 

2,651 

2,818 

4,888 

5,315 

5,946 

6,641 

7.047 

641 

616 

631 

623 

608 

146 

77 

118 

237 

250 

21,453 

24,649 

27,826 

33,576 

35,372 

1/  Fiscal  years.   2/  Food  stamps  include  nutrition  assistance  for  Puerto  Rico. 
2/  Food  distribution  on  Indian  reservations,  nutrition  programs  for  elderly,  charitable 
institutions,  and  TEFAP.   4/  Includes  administration  costs. 
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Unemployment  Rate  and  Participation  in  the  Food  Stamp  Program 


Million  persons/percent 
30 


20 


10 


Food  stamp  participation  (million  persons) 


Unemployment  (percent) 


1982  84 

SeasonaJly  adjusted  fiscal  year  data. 


86 


88 


90 


92 


Food  Stamp  Program  Participatiion 


Item 


1989 


1990 


1991 


1992 


1993 


Participation  (million)    18.8       19.9       22.6       25.4       27.0 
Unemployment  (percent)      5.3        5.5        6.8        7.4        6.8 
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Food  Expenditures'  Share  of  Disposable  Personal  Income 


Away  from  home 


At  home 


Food  Expenditures  as  Share  of  Disposable  Personal  Income 


Category 

1970 

1980 

1990       1991 

1992 

1993  P 

Percent 

AC  home 

10.3 

9.1 

7.5        7.5 

7.1 

6.9 

Away  from  home 

3.6 

4.4 

4.3        4.1 

4.1 

4.2 

Total 

13.9 

13.5 

11.8       11.6 

11.2 

11.1 

P  -  Preliminary 


Wednesday,  February  9,  1994. 
OFFICE  OF  INSPECTOR  GENERAL 

WITNESSES 

CHARLES  R.  GILLUM,  ACTING  INSPECTOR  GENERAL,  OFFICE  OF  IN- 
SPECTOR GENERAL 

JAMES  R.  EBBITT,  ASSISTANT  INSPECTOR  GENERAL  FOR  AUDIT 

CRAIG  L.  BEAUCHAMP,  ASSISTANT  INSPECTOR  GENERAL  FOR  INVES- 
TIGATIONS 

PAULA  HAYES,  ASSISTANT  INSPECTOR  GENERAL  FOR  POLICY  DEVEL- 
OPMENT AND  RESOUTICES  MANAGEMENT 

STEPHEN  B.  DEWHURST,  BUDGET  OFFICER,  DEPARTMENT  OF  AGRI- 
CULTURE 

Opening  Remarks 

Mr.  Durbin.  Welcome  to  this  meeting  of  the  House  Appropria- 
tions Subcommittee  for  Agriculture,  Food  and  Drug  Administra- 
tion, and  Related  Agencies. 

We  have  testifying  today  Charles  Gillum,  Acting  Inspector  (Gen- 
eral, together  with  Mr.  James  Ebbitt,  Craig  Beauchamp,  Delmas 
Thomsbury,  and  Steve  Diewhurst. 

Mr.  Gillum  and  your  colleagues,  thanks  for  your  patience.  We 
have  your  statement  and  if  you  would  like  to  summarize  it  at  this 
point,  give  us  the  highlights,  the  CNN  26-minute  version,  we  would 
appreciate  it. 

Mr.  Gillum.  How  about  a  five-minute  version? 

Mr.  Durbin.  Give  us  the  world  of  the  Inspector  General  in  five 
minutes. 

Mr.  Gillum.  If  I  might  point  out,  Mr.  Chairman,  Mr.  Thomsbury 
is  not  with  us  today.  The  ice  got  to  him,  and  his  car  ended  up  about 
150  feet  from  where  it  should  have  been,  and,  fortunately,  he  is 
okay.  But  the  four  of  us,  including  Ms.  Paula  Hayes,  his  boss,  will 
try  to  make  up  for  his  absence. 

If  I  might,  it  is  a  pleasure  to  be  here  today  before  the  Committee 
and  to  speak  about  those  areas  in  which  we  have  done  work  on 
those  programs  within  the  Department. 

It  has  been  an  honor  for  me  to  serve  as  Acting  Inspector  General 
for  the  last  year  and  to  be  the  deputy  here  for  the  last  three  plus 
years. 

Fiscal  year  1993  was  a  good  year  for  the  Office  of  Inspector  Gen- 
eral and  we  have  again  paid  our  own  way.  We  produced  360  audit 
reports  containing  over  1,400  recommendations  and  had  manage- 
ment agree  to  recover  $31.2  million  and  to  put  $197  million  to  bet- 
ter use.  We  also  completed  over  1,200  investigations  and  obtained 
982  convictions.  Our  investigations  also  resulted  in  $43.4  million  in 
fines,  restitutions,  and  other  recoveries. 

(359) 
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Achievements  such  as  these,  of  course,  would  not  have  been  pos- 
sible without  the  hard  work  of  the  Department's  program  man- 
agers and  the  support  that  they  give  us,  plus  the  Department  of 
Justice  people  who  support  us  and  closely  work  with  us  to  pros- 
ecute our  cases. 

Along  these  same  lines,  cooperation  between  USDA  officials  and 
the  OIG  has  continued  to  receive  high  emphasis.  Vice  President 
Gore's  National  Performance  Review  challenges  the  Inspectors 
General  to  broaden  their  focus  from  strict  compliance  to  evaluating 
management  systems. 

In  the  USDA,  this  broader  focus  has  long  been  a  part  of  the 
OIG's  view  of  its  missions  and,  as  a  result,  we  have  enjoyed  a  long 
history  of  working  with  management  to  address  your  concerns  and 
to  assist  in  improving  the  delivery  of  agriculture  programs. 

This  was  certainly  true  in  1993  with  USDA  management  in  re- 
sponding to  several  requests  from  the  Secretary  and  Department 
officials  to  address  significant  and  time  sensitive  issues. 

For  example,  we  evaluated  meat  inspection  activities  at  meat 
packing  plants  that  had  been  the  subject  of  investigative  reports  on 
national  television.  We  assisted  Agricultural  Marketing  Service  of- 
ficials in  the  development  of  compliance  profiles  for  use  by  market- 
ing order  committees.  We  worked  closely  with  the  Food  &  Nutrition 
Service  in  efforts  to  identify,  reduce  and  minimize  food  stamp  traf- 
ficking. 

In  that  regard,  as  recently  as  last  week,  we  assembled  a  team 
of  USDA  folks  in  Los  Angeles  to  work  with  the  Food  &  Nutrition 
Service,  the  Los  Angeles  County  District  Attorney's  office,  and  the 
United  States  Attorney  people  out  there  to  address  the  allegations 
of  widespread  fraud  and  abuse  in  that  emergency  food  stamp  issu- 
ance program.  That  team  was  composed  of  over  40  OIG  special 
agents  and  auditors  and  ten  Food  &  Nutrition  Service  compliance 
investigators. 

Through  Friday,  February  4th,  OIG  agents  have  made  over  20 
arrests.  Seven  of  those  were  retail  grocers  and  13  were  street  traf- 
fickers. I  believe  our  strong  response  has  deterred  others  who 
might  have  considered  illegally  buying  and  selling  food  stamps  out 
there. 

We  are  also  working  closely  with  Departmental  managers  to  im- 
prove financial  systems.  As  required  by  the  Chief  Financial  Officers 
Act  of  1990,  we  have  completed  audits  of  the  1992  financial  state- 
ments for  seven  agencies  and  the  Department's  consolidated  state- 
ment. 

The  resulting  adverse  opinion  that  came  from  those  reviews  was 
largely  from  the  Department  not  having  sufficient  time  to  fully  ini- 
tiate corrective  actions  for  deficiencies  found  from  1991  statements. 
Correcting  these  deficiencies  involves  changes  in  financial  proc- 
esses and  systems  requiring  long-term  efforts  which  cannot  be  com- 
pleted in  a  single  year. 

The  Department  and  its  agencies  have  put  considerable  efibrt 
into  improving  their  financial  systems  and  their  financial  reporting 
processes.  The  Department  established  a  coordinating  committee  of 
senior  financial  management  officials  to  work  on  such  matters  as 
financial  statement  form  and  content,  credit  reform  accounting. 
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and  quality  controls.  The  OIG  as  a  member  of  this  committee  pro- 
vides technical  assistance  to  the  committee's  working  groups. 

The  President  and  the  NPR  have  also  focused  on  right  sizing,  re- 
organizing and  streamlining  the  Federal  Government  and  the  Sec- 
retary has  developed  plans  for  USDA. 

These,  along  with  the  NPR  suggested  changes  in  emphasis  for 
the  OIGs  will  undoubtedly  impact  on  our  delivery  of  audit  and  in- 
vestigative services.  When  program  agencies  are  required  to 
downsize  and  do  more  with  less,  simply  getting  the  basic  program 
delivered  can  stretch  available  resources  to  their  limits.  Our  con- 
cern is  that  under  such  conditions  there  is  an  even  greater  need 
to  ensure  that  proper  controls  are  in  place  and  working. 

We  will  make  every  effort  to  support  program  managers  and  be 
alert  to  any  situations  needing  our  attention. 

In  fiscal  year  1994,  as  the  result  of  an  involved  strategic  plan- 
ning process,  we  are  focusing  our  audit  resources  on  the  Depart- 
ment's financial  accounting  systems,  food  safety  and  consumer  pro- 
tection issues,  large  payments  to  farmers,  guaranteed  loan  pro- 
grams and  humanitarian  food  aid  assistance  to  the  former  states 
of  the  Soviet  Union. 

Our  investigative  priorities  include  the  timely  and  thorough  in- 
vestigation of  threats  to  the  health  and  sEifety  of  the  public,  em- 
ployee integrity  issues  and  fraud  in  the  loan,  regulatory,  and  bene- 
fit programs. 

Finally,  in  1995,  we  are  requesting  $63  million  and  831  staff 
years,  a  reduction  of  $2.5  million  and  19  staff  years  from  fiscal  year 
1994.  We  would  be  pleased  to  address  any  questions  that  the  com- 
mittee has,  Mr.  Chairman. 

[Clerk's  Note:  The  Acting  Inspector  General's  statement  ap- 
pears on  pages  401  through  433.  A  biographical  sketch  of  Paula 
Hayes  appears  on  page  400.  The  Explanatory  Notes  appear  on 
pages  434  through  451. 

IMPACT  OF  INCREASE 

Mr.  DURBIN.  Thank  you  very  much,  Mr.  Gillum. 

What  percentage  of  your  fiscal  year  1995  resources  will  be  de- 
voted to  food  stamp  activities?  How  does  this  compare  to  fiscal  year 
1994? 

Mr.  Gillum.  In  fiscal  year  1995,  it  is  expected  OIG  will  devote 
approximately  22  percent  of  its  resources  to  food  stamp  activities. 
The  amount  of  time  devoted  to  food  stamp  activities  in  1995  will 
be  about  the  same  as  for  fiscal  year  1994. 

Mr.  DURBIN.  We  gave  you  an  increase  of  $2  million  last  year  for 
food  stamp  fraud  investigation  and  it  appears  that  the  budget  re- 
quest this  year  removes  that  amount. 

What  did  we  get  for  our  money?  Or  what  are  we  getting  for  our 
money? 

Mr.  Gillum.  Well,  actually,  the  $2  million  last  year  was  for 
across  the  board  activity.  It  was  not  just  directed  at  food  stamp 
fraud.  It  was  directed  across  the  whole  spectrum  of  combatting 
fraud  and  abuse  in  all  programs. 

Mr.  DURBIN.  Well,  let  me  restate  my  question. 

You  have  just  told  us  you  expect  to  spend  about  22  percent  of 
your  total  budget  looking  at  the  Food  Stamp  program.  As  this  pro- 
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gram  and  other  welfare  programs  continue  to  grow  and  the  de- 
mands placed  on  the  agencies  administering  these  programs  in- 
crease with  fewer  dollars  available,  we  see  the  level  of  fraud  going 
up.  It  seems  to  be  out  of  control.  Just  the  other  week  we  heard  re- 
ports of  the  near  riots  in  Los  Angeles  outside  the  food  stamp  offices 
and  the  fraud  that  was  occurring  with  the  emergency  distribution 
of  food  stamps.  The  budget  summary  identifies  the  annual  overpay- 
ment of  benefits  to  be  approaching  $1.8  billion.  The  Committee 
tried  to  address  some  of  these  problems  when  it  provided  your  Of- 
fice with  an  additional  $2,000,000  in  fiscal  years  1992,  1993,  and 
1994  to  enhance  your  efforts  to  curtail  waste,  fraud,  and  abuse. 
What  impact,  if  any,  has  this  increase  had  in  addressing  the  prob- 
lem of  fraud  in  the  Food  Stamp  program? 

Mr.  GiLLUM.  With  the  large  increases  in  participation  and  ex- 
penditures for  the  Food  Stamp  Program  over  the  past  several 
years,  fraud  and  abuse  have  also  increased.  The  additional  funds 
the  Committee  provided  OIG  allowed  us  to  increase  our  activities 
to  address  fraud  and  abuse  in  fiscal  year  1992  and  to  maintain  that 
level  of  activity  for  fiscal  years  1993  and  1994.  For  instance,  since 
1991,  we  have  increased  our  investigative  resources  devoted  to  the 
Food  Stamp  Program  by  23  staff  years  which  has  resulted  in  an 
increase  of  approximately  26  percent  in  indictments  and  19  percent 
in  convictions  during  the  past  3  years.  In  addition,  as  a  result  of 
our  investigative  efforts,  we  obtained  approximately  $10  million  in 
fines,  penalties,  restitutions,  recoveries,  and  administrative  pen- 
alties in  1993.  This  was  almost  double  our  usual  average  for  prior 
years. 

From  fiscal  year  1992  to  the  present,  we  have  been  able  to  focus 
our  investigative  and  audit  resources  to  identify  and  investigate 
high  redeemer/low  volume  retailers.  These  are  Food  and  Nutrition 
Service  authorized  firms  whose  high  food  stamp  redemptions  are 
consistently  greater  than  their  reported  gross  food  sales,  an  indica- 
tor of  significant  trafficking  in  food  stamps.  We  have  been  able  to 
identify  and  investigate  hundreds  of  retailers  who  were  defrauding 
the  program,  many  of  which  were  engaged  in  multi-million  dollar 
frauds.  The  prosecution  of  these  retailers  and  their  disqualification 
from  program  participation  have  stopped  millions  of  dollars  worth 
of  ongoing  fraud  and  acted  as  deterrents  to  others  who  might  con- 
sider abusing  the  program. 

The  additional  funding  for  food  stamp  fraud  activities  has  also 
allowed  us  to  maintain  our  traditional  level  of  work,  often  with 
other  law  enforcement  agencies,  addressing  street  trafficking  of 
food  stamps  and  recipient  and  caseworker  frauds.  It  has  also  given 
us  the  capability  to  react  swiftly  and  aggressively  to  situations, 
such  as  I  mentioned  in  my  testimony  concerning  the  emergency  is- 
suance of  food  stamps  in  Los  Angeles,  where  an  immediate  re- 
sponse of  significant  resources  was  needed  to  protect  the  integrity 
of  the  program. 

Mr.  Beauchamp.  Last  year,  on  the  investigative  side  as  it  related 
to  food  stamp  fraud,  we  completed  783  investigations.  We  obtained 
750  convictions.  That  is  an  all-time  high,  basically.  And  we  got  $10 
million  in  fines,  restitutions  and  other  recoveries. 

We  are  working  about  40  to  41  percent  of  our  time  looking  at 
food  stamp  fraud. 
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Mr.  DuRBiN.  How  did  this  $10  million  in  fines  compare  to  the 
previous  year? 

Mr.  Beauchamp.  That  was  the  greatest  number  of  fines  and  re- 
coveries. I  think  the  year  before  it  was  about  $3  million.  Before 
that,  it  was  $6  million.  It  varies  from  year  to  year  but  that  is  the 
highest  number. 

Mr.  DURBIN.  I  am  trying  to  determine  whether  there  is  any  lin- 
ear connection  here  between  giving  the  Inspector  General's  office 
more  resources  and  what  we  get  for  it. 

Mr.  Beauchamp.  Well,  you  give  us  more  resources,  we  do  more 
investigations,  we  get  more  convictions,  we  get  more  monetary  re- 
coveries. 

Is  giving  the  IG  more  money  eliminating  fraud?  I  cannot  tell  you, 
I  think  there  is  a  deterrent  effect.  As  Mr.  Gillum  mentioned,  our 
ongoing  work  in  Los  Angeles  is  deterring  fraud. 

Mr.  DURBIN.  I  would  imagine  the  actual  collection  of  the  fine  is 
the  end  of  a  process  that  could  take  some  time,  does  it  not? 

Mr.  Beauchamp.  That  is  correct. 

Mr.  DuRBiN.  And  what  length  of  time  are  you  talking  about? 

Mr.  Beauchamp.  Well,  it  varies  on  the  case  or  how  the  sentence 
is  made.  When  we  claim  a  monetary  recovery,  it  is  based  on  a 
judge  sentencing  someone  and  saying,  okay,  you  have  to  pay  a  $1 
million  fine.  Sometimes  they  say  you  can  pay  it  in  installments 
over  several  years. 

Mr.  DURBIN.  So  when  you  say  you  collected  $10  million  in  1993, 
it  could  have  been  for  investigations  in  previous  years  that  finally 
resulted  in  payment. 

Mr.  Beauchamp.  That  is  true. 

Mr.  DuRBiN.  Okay.  What  I  am  trying  to  do  is  determine  whether 
or  not  you  can  give  me  any  kind  of  a  performance  review  here, 
going  back  to  my  friend  Mr.  Skeen's  concern,  as  to  whether  or  not 
additional  resources  in  your  office,  and  I  know  you  cannot  measure 
deterrence,  but  whether  more  resources  in  effect  result  in  more  in- 
vestigations, more  convictions  and  more  fines  collected. 

Mr.  Beauchamp.  I  think  they  do.  When  we  track  the  time  we 
have  put  in  food  stamp  cases  over  the  last  three  or  four  years,  we 
have  increased  the  time  based  on  the  $2  million  in  previous  years. 
We  have  done  more  investigations,  we  have  obtained  more  prosecu- 
tions and  we  have  more  monetary  results. 

Mr.  DURBIN.  Mr.  Dewhurst,  does  this  agency  get  any  credit  for 
doing  a  good  job,  for  collecting  more  in  fines? 

Mr.  Dewhurst.  Not  directly  in  the  budget.  No,  sir.  It  is  part  of 
their  testimony  but  if  they  collect  $10  million  they  do  not  get  it 
back  in  our  budget  system. 

Mr.  DURBIN.  So  it  has  no  impact  on  their  budget  level  in  the  next 
year  as  to  how  much  money  they  will  receive. 

Mr.  Dewhurst.  Not  directly,  no,  sir. 

Mr.  DuRBlN.  According  to  your  explanatory  notes,  this  additional 
level  of  funding  cannot  be  sustained  without  causing  an  adverse 
impact  on  other  essential  programs.  Specifically,  what  programs  in 
USDA  would  be  adversely  affected  if  this  $2,000,000  were  to  be  left 
in  your  budget? 

Mr.  Gillum.  The  $2  million  reduction  was  a  Department  deci- 
sion. We  do  not  have  specific  information  on  what  programs  would 
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be  adversely  impacted.  I  would  defer  to  Mr.  Dewhurst  for  that  in- 
formation. 

Mr.  Dewhurst.  Based  on  the  President's  initiatives,  the  Sec- 
retary set  some  key  priorities  to  address  the  needs  of  the  Depart- 
ment's programs.  It  was,  therefore,  necessary  to  recommend  a 
number  of  program  reductions  and  terminations  to  enable  the  De- 
partment to  pursue  the  important  priorities  that  the  Administra- 
tion has  set  for  the  future.  These  priorities  include  the  expansion 
of  such  programs  as  the  WIC  Program,  the  Department's  rural  de- 
velopment initiative,  and  a  number  of  initiatives  in  the  food  safety 
and  research  areas. 

The  budget  emphasizes  the  crucial  role  of  USD  A  in  improving 
the  health  of  our  neediest  citizens.  Among  the  neediest  and  most 
vulnerable  are  the  women,  infants  and  children  who  are  eligible  for 
WIC.  The  increase  in  the  WIC  program  will  take  us  a  step  closer 
toward  full  funding  in  1996. 

The  increase  in  the  area  of  rural  economic  and  community  devel- 
opment is  consistent  with  the  President's  Rural  Development  Ini- 
tiative started  last  year.  A  portion  of  the  budget  of  several  pro- 
grams in  this  area  would  be  targeted  to  support  the  Rural 
Empowerment  Zones  and  Enterprise  Communities  that  will  soon 
be  designated. 

A  top  priority  in  the  area  of  research  is  the  development  of  im- 
proved practices  for  animal  production,  slaughter  and  processing 
that  will  minimize  contamination  from  harmful  pathogens.  Addi- 
tional resources  will  be  directed  to  developing  alternative  pest  con- 
trol methods  in  support  of  an  Administration  initiative  to  reduce 
the  risks  from  pesticide  use.  USDA  scientists  will  develop  and  de- 
monstrative integrated  pest  management  systems  that  can  be  ap- 
plied over  a  large  area  and  will  pursue  development  of  biological 
controls  as  alternatives  to  chemicals.  We  are  also  focusing  re- 
sources to  develop  alternatives  for  soil  fumigation  and  quarantine 
uses  of  methyl  bromide. 

AUDIT  MONETARY  RESULTS 

Mr.  DuRBiN.  Of  the  322  audit  reports  where  management  deci- 
sions were  reached,  $259,900,000  in  monetary  values  is  identified. 
Of  this  total,  how  much  represents  specific  findings  versus  projec- 
tions based  on  audit  samples? 

Mr.  GiLLUM.  During  fiscal  year  1993,  $75  million  represent  mon- 
etary amounts  associated  with  specific  findings,  while  $184.9  mil- 
lion is  based  on  projections  using  valid  statistical  sampling  tech- 
niques. 

Mr.  DURBIN.  During  fiscal  year  1993,  you  identified,  through  au- 
dits, $31,200,000  for  which  management  agreed  to  seek  recovery. 
How  much  of  this  has  actually  been  recovered? 

Mr.  GiLLUM.  During  FY  1993,  the  Department  reported  in  the 
Secretary's  Management  Reports  to  Congress  over  $17.5  million  in 
collections  and  offsets.  The  majority  of  these  amounts  represent  ac- 
tions taken  on  audits  where  management  decisions  were  reached 
prior  to  FY  1993.  Based  on  the  last  Management  Report  to  Con- 
gress, about  $131.8  million  is  outstanding,  much  of  which  involves 
time-consuming  collection  processes. 
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Mr.  DURBIN.  You  also  identified  $31,600,000  which  was  not  rec- 
ommended for  recovery.  Why  aren't  these  funds  recommended  to  be 
recovered? 

Mr.  GiLLUM.  An  audit  of  the  process  FNS  uses  to  compute  State 
quahty  control  error  rates  for  sanction  determination  disclosed 
some  inaccuracies  due  to  untimely  national  arbitration  rulings. 
Had  these  rulings  for  two  fiscal  years  been  more  timely,  sanction 
billings  for  excessive  error  rates  would  have  increased  $1.8  million. 
Another  example  involved  FmHA,  untimely  cancellation  of  interest 
credit  agreement  for  borrowers.  As  a  result,  these  borrowers  re- 
ceived excess  interest  credits  totalling  $1.2  million.  In  other  cases, 
recovery  may  not  be  feasible  or  appropriate  because  the  amounts 
were  earned  in  good  faith  by  recipients  or  payees  who  relied  on  in- 
correct or  improper  guidance,  interpretations,  or  directions  by 
agency  personnel. 

RESOURCES  USED  TO  MONITOR  FOOD  STAMP  PROGRAM 

Mr.  DURBIN.  Please  update  the  table  that  appears  on  page  126 
of  last  year's  hearing  record  which  shows  how  much  of  your  budget 
is  spent  on  monitoring  the  Food  Stamp  Program  to  reflect  fiscal 
year  1993  actuals  and  fiscal  year  1994  estimates. 

Mr.  GiLLUM.  A  table  will  be  provided  for  the  record. 

[The  information  follows:] 

Amount 

Fiscal  year: 

1990  $8,424,000 

1991  11,225,000 

1992  12,839,000 

1993  13,775,000 

19941  15,000,000 

1  Estimated. 

ELECTRONIC  BENEFIT  TRANSFER  PROGRAM 

Mr.  DURBIN.  You  are  working  with  FNS  and  the  State  of  Mary- 
land on  several  investigations  involving  EBT  fraud  by  authorized 
Food  Stamp  program  retailers.  Describe  these  investigations  in  fur- 
ther detail,  including  any  preliminary  results  to  date. 

Mr.  GiLLUM.  We  have  11  cases  of  EBT  related  fraud  open  with 
an  additional  30  cases  being  reviewed.  Many  of  the  investigations 
involve  trafficking  in  EBT  benefits  by  recipients  at  authorized  re- 
tailers. To  date,  we  have  obtained  11  indictments  of  retailers  and 
their  employees  involved  in  EBT  trafficking  and  have  referred 
cases  involving  trafficking  by  recipients  to  the  Maryland  States  At- 
torney's Office  for  prosecution. 

CASH  PROGRAM  FOR  FOOD  STAMPS 

Mr.  DURBIN.  In  your  opinion,  do  you  believe  a  cash  program, 
similar  to  the  program  in  Puerto  Rico  and  a  pilot  project  in  San 
Diego,  California,  would  reduce  or  eliminate  the  incidence  of  fraud 
and  abuse? 

Mr.  GiLLUM.  A  cash  program  would  eliminate  many  forms  of 
fraud  in  the  Food  Stamp  program  including  street  trafficking,  food 
stamp  trafficking  and  other  program  abuses  currently  occurring  at 
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retailers,  and  counterfeiting  of  food  stamps.  A  cash  program,  how- 
ever, would  not  eliminate  recipient  or  case  worker  fraud. 

ERROR  RATES 

Mr.  DURBIN.  You  have  made  some  recommendations  to  the  Food 
and  Nutrition  Service  to  help  States  reduce  their  issuance  error 
rates.  What  were  the  results  of  the  audit  work  you  did  in  fiscal 
year  1993  for  compliance  with  program  requirements  to  develop 
and  monitor  corrective  action  plans  to  reduce  these  rates? 

Mr.  GiLLUM.  The  audit  was  initiated  in  October  1993,  and  the 
fieldwork  is  still  in  progress.  The  audit's  objectives  are  to  evaluate 
controls  over  error  detection  and  reduction  activities;  FNS'  guid- 
ance and  monitoring  of  States'  efforts  to  reduce  errors;  States'  error 
rates  in  relation  to  the  national  error  rates;  effectiveness  of  States' 
actions  to  reduce  error  rates;  States'  implementation  of  eligibility 
verification  systems;  and  effectiveness  of  States'  claim  management 
systems.  In  addition,  we  will  assess  the  effectiveness  of  FNS'  sanc- 
tion process  over  the  years  in  reducing  error  rates.  We  will  provide 
you  with  the  results  of  the  audit  once  the  audit  report  is  published. 
In  other  audits,  we  have  made  recommendations  to  FNS  to  improve 
the  certification  process  by  encouraging  States  to  maintain  suffi- 
cient staffing  levels  commensurate  with  changes  in  the  caseload; 
requiring  that  first-line  supervisors'  samples  of  eligibility  workers' 
certifications  be  targeted  to  workers  with  high  error  rates  and 
cases  with  high  error  prone  characteristics;  and  implementing  con- 
trols to  ensure  that  supervisors  review  a  sufficient  sample  of  their 
workers'  certification  actions  and  develop  performance  improve- 
ment plans  for  workers  with  high  error  rates. 

FOOD  STAMP  PROGRAM  REFERRALS 

Mr.  DURBIN.  Provide  a  table  similar  to  the  one  that  appears  on 
pages  125  and  126  of  last  year's  hearing  record  showing  the  num- 
ber of  Food  Stamp  Program  referrals  for  fiscal  year  1993. 

Mr.  GiLLUM.  A  table  will  be  provided  for  the  record. 

[The  information  follows:] 

U.S.  DEPARTMENT  OF  AGRICULTURE— OFFICE  OF  INSPECTOR  GENERAL— FOOD  STAMP  PROGRAM 

REFERRALS,  FISCAL  YEAR  1993 

State  Cases  issued  Referred  to  OOJ  Accepted  by  DOJ 

Alabama  15  10  9 

Arizona 22  9  3 

Arkansas 110 

California 42  18  12 

Colorado  16  12  11 

Connecticut  16  7  4 

Delaware 8  5  5 

District  of  Columbia 4  3  1 

Florida  39  4  0 

Georgia  31  18  12 

Hawaii  19  18  0 

Illinois 8  3  0 

Indiana  8  5  2 

Iowa  5  4  1 

Kansas 21  17  9 

Kentucky  2  2  0 

Louisiana  23  18  2 
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U.S.  DEPARTMENT  OF  AGRICULTURE— OFFICE  OF  INSPECTOR  GENERAL— FOOD  STAMP  PROGRAM 

REFERRALS,  FISCAL  YEAR  1993— Continued 

State  Cases  issued  Referred  to  DOJ  Accepted  by  DOJ 

Maine 8  5  5 

Maryland - 22  9  5 

Massachusetts  9  3  3 

Michigan 1  0  0 

Minnesota  9  9  3 

Mississippi  18  16  12 

Missoun  37  21  12 

Nevada  2  2  0 

New  Hampshire  4  4  3 

New  Jersey 38  20  5 

New  Mexico 1  0  0 

New  York  92  67  26 

North  Carolina  54  49  35 

Ohio  6  3  3 

Pennsylvania  44  23  17 

South  Carolina  1  0  0 

Tennessee  36  24  19 

Texas  -73  45  0 

Vermont  2  2  0 

Virginia  15  12  10 

Washington 10  3  0 

West  Virginia  12  5  3 

Wisconsin  9  4  0 

Total  783  480  232 

Mr.  DuRBlN.  What  happens  to  those  cases  referred  to  the  Depart- 
ment of  Justice  but  aren't  accepted? 

Mr.  GiLLUM.  If  the  Department  of  Justice  declines  to  prosecute 
one  of  our  cases,  we  will  often  refer  the  case  to  state  or  local  prose- 
cutive authorities  for  consideration.  When  cases  are  not  accepted 
for  criminal  prosecution  at  those  levels,  we  will  then  notify  the 
agency  that  they  can  proceed  with  administrative  action  to  address 
program  or  personnel  issues  covered  in  our  investigation  which  re- 
quire corrective  action. 

BID-RIGGING 

Mr.  DURBIN.  Let  me  talk  for  a  minute  about  bid-rigging  in  the 
School  Lunch  program.  It  was  a  big  problem  and  continues  to  sur- 
face in  the  news.  Some  have  argued  that  not  disqualifying  these 
firms  from  doing  business  means  that  there  is  very  little  incentive 
for  them  to  clean  up  their  acts.  What  are  your  opinions? 

Mr.  GiLLUM.  Well,  we  were  firmly  of  that  opinion  and  generally 
recommended  that  firms  in  that  kind  of  a  situation  be  debarred  or 
suspended.  I  think  that  is  now  the  view  of  the  Administration,  and 
the  Secretary's  office  has  been  very  aggressive  in  moving  forward 
with  having  an  effective  debarment  and  suspension  program  in  the 
Department. 

DEBARMENTS 

Mr.  DURBIN.  Can  you  point  to  any  debarments  that  have  taken 
place  in  the  last  year  of  any  companies  doing  business  with  USDA? 

Mr.  Beauchamp.  I  do  not  have  the  names  of  them.  I  know  the 
Department  has  debarred  individuals  and  former  officers  of  compa- 
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nies.  They  may  have  debarred  companies,  I  do  not  know.  We  can 
check  that  and  provide  it  for  the  record. 
[The  information  follows:] 

The  Food  and  Nutrition  Service  has  informed  us  it  is  beginning  to  take  vigorous 
detection  and  enforcement  action  against  bid-riggers,  as  directed  by  Secretary  Espy. 
It  has  established  procedures  to  handle  suspension  and  debarment,  enhanced  infor- 
mation sharing  with  the  Department  of  Justice's  Antitrust  Division,  and  dedicated 
resources  to  pursue  aggressive  action.  FNS  has  proposed  debarment  of  two  dairies 
and  is  currently  reviewing  the  necessary  documents  prior  to  making  a  decision  to 
debar.  FNS  has  also  notified  seven  individuals  associated  with  these  dairies  of  its 
intent  to  initiate  debarment  proceedings  against  them,  and  FNS  is  about  to  begin 
the  formal  process  against  several  other  companies  and  individuals.  In  addition, 
FNS  informed  us  it  notified  two  dairies  that  debarment  proceedings  would  not  be 
initiated  due  to  the  protection  to  FNS  programs  that  was  granted  under  the  Admin- 
istrative Agreement  the  companies  entered  with  the  Defense  Logistics  Agency. 

Mr.  DURBIN.  What  is  the  status  of  the  school  lunch  bid-rigging 
investigations  that  the  Department  of  Justice  has  on-going? 

Mr.  GiLLUM.  The  Department  of  Justice's  Antitrust  Division  has 
filed  109  criminal  cases  against  61  corporations  and  68  individuals 
in  the  milk/dairy  industry.  As  of  January  21,  1994,  55  corporations 
and  51  individuals  had  been  convicted.  Fines  imposed  total  ap- 
proximately $53.7  million.  Currently,  27  grand  juries  in  19  States 
continue  to  investigate  the  milk  industry. 

Mr.  DURBIN.  How  are  you  involved? 

Mr.  GiLLUM.  OIG  investigators  worked  with  the  Antitrust  Divi- 
sion in  Texas,  Oklahoma,  and  Connecticut  where  significant  pros- 
ecutions and  convictions  were  obtained.  Currently,  they  are  work- 
ing with  the  Antitrust  Division  in  two  other  States,  and  OIG  audi- 
tors are  working  with  the  Antitrust  Division  in  Kansas  and  Mis- 
souri. 

Mr.  DURBIN.  In  addition  to  receiving  commodities  from  USDA, 
schools  also  receive  a  cash  reimbursement  for  meals  served  which 
is  used  to  purchase  additional  commodities.  I  am  concerned  that 
the  procurement  process  for  both  USDA  and  school  food  services  do 
not  include  steps  to  prevent  bid-rigging  from  occurring.  At  last 
year's  hearing  you  stated  you  had  an  audit  in  progress  to  evaluate 
procurement  practices.  What  is  the  status  of  this  audit? 

Mr.  GiLLUM.  The  audit  referenced  at  last  year's  hearing  was  of 
the  National  School  Lunch  Program  administered  by  the  Detroit 
Board  of  Education.  The  purpose  of  our  review  was  to  determine 
if  procurement  practices  complied  with  Federal  procurement  stand- 
ards and  whether  there  was  open  and  free  competition.  The  audit 
report  was  issued  February  3,  1994.  The  audit  disclosed  that  the 
procurement  process  did  not  include  steps  to  prevent  bid-rigging 
and  restrictive  requirements  had  been  imposed  on  vendors  in  order 
to  qualify  to  bid  on  contracts. 

Mr.  DURBIN.  You  also  had  plans  to  audit  milk  contracts  to  deter- 
mine whether  controls  could  be  established  to  identify  or  prevent 
bid-rigging.  Please  bring  us  up  to  date  on  this  survey. 

Mr.  GiLLUM.  We  have  completed  our  survey  of  dairy  product  pro- 
curement activities  in  the  National  School  Lunch  Program.  The 
purpose  of  the  survey  was  to  review  school  district  milk  procure- 
ment contracts  for  unusually  high  costs  which  could  indicate  poten- 
tial price  fixing  or  poor  procurement  practices.  Early  on,  we  became 
aware  that  the  U.S.  Department  of  Justice — DOJ — ^Antitrust  Divi-/ 
sion — ^was  performing  an  inquiry  of  school  milk  procurement  prac- 
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tices  in  several  midwestem  States.  We,  therefore,  closely  coordi- 
nated our  survey  with  DOJ. 

The  raw  data  we  obtained  from  selected  school  districts  indicated 
possible  market  allocation  or  other  improper  actions  by  dairies.  We 
provided  copies  of  our  data  base  and  our  observations  to  DOJ  for 
further  analyses  and  closed  our  survey.  We  continue  to  coordinate 
with  DOJ,  and  we  may  initiate  additional  reviews  in  the  future. 

Mr.  DURBIN.  Please  update  the  table  that  appears  on  page  150 
of  last  year's  hearing  record,  showing  the  dollars  and  staff  devoted 
to  audits  and  investigations  of  the  School  Lunch  program  to  in- 
clude fiscal  year  1993  actuals  and  fiscal  year  1994  estimates. 

Mr.  GiLLUM.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 


Fiscal  year  1993 

Fiscal  year  1994 

FTE                Cost 

FTE               Cost 

Audit                  

3.4         $218,000 

1.0            $49,000 

Investieations          

1.0             47,000 

1.0             49,000 

COORDINATED  REVIEW  PROGRAM 

Mr.  DURBIN.  All  schools  were  to  implement  the  Coordinated  Re- 
view Effort  by  January  1993.  Have  you  reviewed  the  effectiveness 
of  this  effort?  What  did  you  find? 

Mr.  GiLLUM.  We  have  just  begun  a  nationwide  audit  of  meal  ac- 
countability in  the  National  School  Lunch  Program.  Included  in  our 
audit  objectives  will  be  an  analysis  of  the  Coordinated  Review  Pro- 
gram efforts. 

DEBARMENTS  IN  FOOD  STAMP  PROGRAM 

Mr.  DuRBlN.  Are  there  such  debarments  in  the  food  stamp  area? 

Mr.  Beauchamp.  Well,  as  it  relates  to  vendors? 

Mr.  DURBIN.  Yes. 

Mr.  Beauchamp.  When  a  store  is  found  to  have  trafficked  in  food 
stamps  or  misused  the  program  either  by  OIG  or  the  FNS  Compli- 
ance Branch,  then  the  authorization  for  the  store  to  participate  is 
withdrawn  which  is  the  same  as  a  debarment. 

WOMEN,  INFANTS,  AND  CHILDREN  PROGRAM 

Mr.  DURBIN.  A  few  years  ago,  a  number  of  problems  were  discov- 
ered in  the  WTC  program.  These  included  vendors  overcharging  for 
WIC  products;  States  charging  the  WIC  program  for  inappropriate 
administrative  costs;  and  participants  signing  up  under  aliases  for 
dual  participation.  This  Committee  is  a  strong  supporter  of  the 
WIC  program  and  has  provided  it  with  large  increases  over  the 
years.  We  want  to  be  sure  that  the  money  is  being  spent  to  reach 
as  many  eligibles  as  possible  and  is  not  being  abused.  You  haven't 
performed  many  reviews  of  the  program  over  the  years.  Why  is 
that? 

Mr.  GiLLUM.  During  fiscal  years  1990  through  the  present,  we 
have  issued  eight  audits  on  States'  claims  of  WIC  program  admin- 
istrative costs  and  one  nationwide  report.  Two  audits  were  issued 
on  two  States'  administration  of  the  WIC  program,  and  a  third  re- 
port of  another  State  is  about  to  be  issued.  During  this  fiscal  year, 
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we  have  begun  an  audit  of  infant  formula  rebates,  and  an  addi- 
tional audit  of  a  State's  administration  of  the  WIC  program  is 
planned.  Since  the  WIC  program  is  administered  by  States,  it  is 
subject  to  the  audit  requirements  of  the  Single  Audit  Act  and  is 
identified  as  a  major  program  requiring  the  application  of  addi- 
tional audit  procedures  contained  in  the  compliance  supplement. 
The  additional  audit  procedures  cover  the  types  of  services  that 
may  be  reimbursed  from  program  funds,  participant  eligibility,  and 
social  reporting  requirements  for  the  States  and  local  projects  pecu- 
liar to  the  program.  This  combination  of  Single  Audit  Act  and  OIG 
audits  provides  a  network  of  audit  coverage  for  the  WIC  program. 

When  conducting  food  stamp  trafficking  investigations,  we  have 
found  that  violators  are  also  involved  in  abuses  of  the  WIC  pro- 
gram. In  those  cases,  we  will  also  investigate  the  WIC  violations. 
For  example,  in  one  case  in  Cleveland,  Ohio,  six  individuals,  in- 
cluding grocery  store  owners,  former  owners,  employees,  and  two 
corporations  were  convicted  of  trafficking  $6  million  worth  of  food 
stamps  and  WIC  vouchers  over  several  years  and  redeeming  them 
through  a  network  of  stores. 

Mr.  DURBIN.  A  review  you  did  in  1988  revealed  some  vendors 
overcharging  the  program.  The  Department  hasn't  made  a  lot  of 
progress  to  address  this  issue  and  you  haven't  scheduled  any  fur- 
ther audits  until  new  regulations  are  processed  further.  Why  is 
FNS  moving  so  slowly  on  this  issue? 

Mr.  GiLLUM.  Several  studies  were  completed  of  States'  vendor 
management  practices  since  our  1988  audit,  many  concluding  the 
deficiencies  still  exist.  FNS  committed  to  rectifying  the  short-, 
comings  and  produced  a  revised  rule  that  incorporated  the  rec- 
ommendations and  suggestions  of  our  office.  Congress,  States,  the 
vendor  community,  the  public,  and  program  participants. 

The  revised  WIC  food  delivery  system  proposed  rule  entered  the 
formal  Department  clearance  process  in  February  1992,  at  the  time 
a  govemmentwide  moratorium  on  regulations  was  imposed.  Once 
the  moratorium  was  lifted,  FNS'  reproposed  rule  was  prepared  and 
reentered.  The  rule  is  now  in  the  clearance  process.  FNS  officials 
anticipate  the  rule  will  be  cleared  and  published  by  the  spring  of 
1994. 

Mr.  DURBIN.  In  fiscal  year  1993,  you  planned  to  perform  a  follow- 
up  audit  of  WIC  administrative  costs  to  determine  if  FNS  has 
tightened  its  controls  to  prevent  States  from  claiming  ineligible  ad- 
ministrative costs.  What  were  the  results  of  this  review? 

Mr.  GiLLUM.  The  cited  audit  was  not  initiated  in  fiscal  year  1993 
due  to  other  priorities.  The  audit  is  included  in  our  fiscal  year  1994 
plan  and  is  scheduled  to  begin  in  March  1994.  The  objectives  of  the 
audit  are  to  assess  the  implementation  of  corrective  actions  taken 
in  response  to  the  prior  audit,  evaluate  the  adequacy  of  FNS'  and 
States'  administrative  and  accounting  controls  over  WIC  expendi- 
tures including  costs  incurred  by  local  agencies,  and  determine  the 
propriety  of  WIC  administrative  expenditures  and  States'  claims 
for  reimbursement. 

PREVALENCE  OF  FRAUD 

Mr.  DuRBiN.  Now,  we  talked  about  a  food  stamp  fraud  level  of 
$1.8  billion  earlier.  You  probably  heard  the  testimony,  $1.8  billion 
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in  overpayments  in  the  Food  Stamp  Program  which  I  assume  is  in- 
ehgible  people  and  excess  claims  being  made  by  vendors  and  that 
sort  of  thing.  If  I  have  calculated  it  correctly,  $1.8  billion  is  a  little 
less  than  one-half  of  one  percent  of  the  cost  of  the  program,  which 
is  not  a  large  percentage,  but  it  is  a  large  sum  of  money,  $1.8  bil- 
lion. 

Can  you  give  me,  because  you  do  this  for  a  living,  a  curbstone 
estimate  of  the  prevalence  of  fraud,  either  by  recipients  or  vendors, 
in  the  food  stamp  program? 

Mr.  GiLLUM.  We  truly  do  not  have  a  perfect  number  and  the 
problem  with  us  projecting  a  number  is  that  everything  we  end  up 
with  is  basically  anecdotal  evidence,  the  number  of  cases  that  we 
work.  And  we  just  really  do  not  back  into  a  good  number. 

The  Assistant  Secretary  for  Food  &  Consumer  Services  said  the 
other  day  in  a  forum  that  it  was  between  $1  and  $3  billion.  And 
that  is  as  good  a  number  as  there  is  out  there  at  the  moment  that 
we  know  of. 

USE  OF  retailers'  SOCIAL  SECURITY  NUMBERS 

Mr.  DuRBiN.  It  is  believed  that  retailer  fraud  could  be  reduced 
if  the  Department  could  expand  the  use  of  retailers  social  security 
numbers.  Has  the  Department  requested  the  authority  to  compare 
social  security  numbers  for  retailers  with  State  information? 

Mr.  GiLLUM.  OIG  has  recommended  to  the  Food  and  Nutrition 
Service  that  the  ability  to  obtain  and  use  retailers'  social  security 
numbers  be  included  in  proposed  Food  Stamp  Program  legislation. 
A  legislative  proposal  is  currently  pending  in  the  Congress  to  give 
the  Secretary  of  Agriculture  the  authority  to  share  retailer  sales 
data,  food  stamp  redemption  information,  and  social  security  num- 
bers with  Federal,  State,  and  local  law  enforcement  agencies  for 
the  purposes  of  administering  or  enforcing  the  Food  Stamp  Act  and 
other  Federal  or  State  laws. 

REAUTHORIZATION  PROJECT 

Mr.  DuRBiN.  FNS  has  recently  completed  a  reauthorization 
project  for  all  200,000  retail  stores  in  the  program.  This  informa- 
tion is  maintained  at  the  Minneapolis  Computer  Center.  Have  you 
reviewed  the  Center  since  this  project  was  completed? 

Mr.  GiLLUM.  We  currently  have  an  audit  underway  reviewing  the 
disqualification  of  stores  that  are  both  a  retailer  under  the  Food 
Stamp  Program,  as  well  as  a  vendor  under  the  Special  Supple- 
mental Food  Program  for  Women,  Infants  and  Children.  FNS  com- 
pleted the  reauthorization  project  in  1993.  We  performed  work  as 
the  project  began  to  determine  if  information  being  reported  was 
correct.  Once  we  finish  our  work  in  other  Food  Stamp  areas,  we 
will  review  FNS'  redesignated  tracking  system  at  the  Minneapolis 
Computer  Center.  It  should  begin  in  June  1994. 

CHILD  AND  ADULT  CARE  FOOD  PROGRAM 

Mr.  DURBIN.  During  fiscal  year  1992,  you  performed  audits  of  81 
sponsors  of  the  Child  and  Adult  Care  Food  Program  in  New  York 
and  Virginia.  At  the  time,  FNS  rather  than  States  administered 
the  program.  You  questioned  overpayments  in  excess  of  $700,000. 
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What  has  FNS  done  to  correct  some  of  the  problems  resulting  in 
these  overpayments? 

Mr.  GiLLUM.  FNS  required  the  program  sponsors  to  establish  or 
develop  internal  control  procedures  to  ensure  all  meals  served  and 
claimed  contain  the  required  quantity  of  milk  and  other  meal  com- 
ponents; the  number  of  meals  claimed  is  mathematically  correct; 
the  meals  claimed  do  not  exceed  the  license  capacity  of  any  one 
center;  the  monthly  claims  represent  the  actual  and  correct  enroll- 
ment mix  of  the  children  enrolled;  and  program  expenditures  do 
not  exceed  the  budget  by  line  item.  Implementation  of  the  audit 
recommendations  should  reduce  or  eliminate  the  problems  causing 
the  overpa3anents. 

Mr.  DuRBiN.  In  fiscal  year  1993,  the  State  of  New  York  intended 
to  take  over  the  program.  Did  this  occur?  Were  monies  recovered 
before  the  change? 

Mr.  GiLLUM.  The  State  of  New  York  assumed  administration  of 
the  Child  and  Adult  Care  Food  Program  October  1,  1993.  FNS  re- 
covered more  than  $351,000  in  overpayments  before  the  change  oc- 
curred. 

FOREIGN  FOOD  AID  PROGRAMS 

Mr.  DURBIN.  Let  me  shift  to  another  area.  There  have  been  sev- 
eral articles  written  that  have  suggested  our  food  aid  programs 
overseas,  in  some  instances,  are  being  diverted  to — I  do  not  want 
to  use  the  word  mob  or  syndicate,  but  companies  that  are  at  least, 
or  at  best,  some  sort  of  a  questionable  cartel.  I  am  concerned  that 
the  ultimate  product  is  not  finding  its  way  to  the  recipient.  Is  that 
your  jurisdiction? 

Mr.  GiLLUM.  Yes,  sir.  We  read  those  same  articles  and  became 
very  concerned  and  we  have  been  reviewing  those. 

Mr.  DURBIN.  And  this  is  primarily  in  the  instance  of  Russia,  is 
it  not? 

Mr.  GiLLUM.  Yes,  sir.  And  Poland,  I  think. 

Mr.  DURBIN.  And  Poland? 

Mr.  GiLLUM.  Basically  added  to  that  was  that  there  were  a  lot 
of — for  choice  of  a  better  word — thug  activities  at  the  ports  where 
people  were  being  extorted  into  pa3dng  fees  to  get  offloads.  Basi- 
cally, our  preliminary  work  has  not  supported  most  of  those  claims. 
We  have  a  team  in  the  newly  emerging  states  now,  in  what  was 
the  Soviet  Union  and  they  will  be  there  for  about  another  four  or 
five  weeks  doing  field  work  and,  we  will  have  a  better  handle  on 
it  then.  But  as  of  right  now,  the  worst  of  those  allegations  does  not 
appear  to  be  true. 

Mr.  DURBIN.  I  would  like  to  see  your  response  to  that.  I  cannot 
recall  where  I  read  it,  but  I  assume  you  read  the  same  story  or 
something  along  the  same  lines.  I  would  like  to  see  your  response 
on  that. 

FARM  SHELL  OPERATIONS 

You  have  kind  of  challenged  us  on  page  22  of  your  written  testi- 
mony on  this  whole  question  of  farmers  ripping  off  the  system  by 
setting  up  shell  operations  so  they  can  avoid  payment  limitation^. 
I  know  it  is  well  documented  that  this  is  occurring.  A  lot  of  my 
farmers  are  spending  as  much  time  with  the  accountants  as  they 
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are  with  the  seed  com  dealers  to  figure  out  new  ways  to  get  around 
some  of  our  Federal  regulations. 

You  suggest  it  is  going  to  take  action  by  Congress.  Now,  we  have 
done  some  things.  Are  you  saying  that  what  we  have  done  has  not 
achieved  the  desired  result? 

Mr.  Ebbitt.  Mr.  Chairman,  the  things  that  the  Congress  has 
done  over  the  years  have  been  effective.  What  has  happened, 
though,  is  that  as  the  law  has  changed,  as  new  requirements  have 
come  in,  farmers  work  with  accountants  and  attorneys  and  they 
find  ways  to  go  around  the  new  requirements  that  have  been  put 
in. 

Any  time  a  new  piece  of  legislation  is  offered,  farmers  find  a  way 
to  set  up  corporations  or  partnerships  to  take  advantage  of  the 
money  that  the  farm  would  earn  based  upon  the  land  that  is  avail- 
able to  the  farm. 

Our  suggestion  over  the  years  has  been  to  simplify  the  process 
through  attribution.  Each  individual  participating  in  a  farm  pro- 
gram would  be  able  to  earn  a  payment  depending  on  whatever 
limit  would  be  chosen  and  all  the  paperwork  now  required  would 
not  be  necessary.  Under  the  current  system,  you  can  participate  for 
a  full  share  on  one  farm  and  get  a  half  share  on  two  other  farms 
that  you  are  involved  in.  Under  our  recommendation  you  would  do 
away  with  all  that  and  a  farmer  would  earn  a  pajrment  based  upon 
what  they  farm.  The  creation  of  partnerships  would  not  be  nec- 
essary. 

WORKLOAD  PRIORITIES 

Mr.  DuRBiN.  Mr.  Gillum,  let  us  assume  just  for  the  sake  of  dis- 
cussion here  that  we  want  to  tell  the  people  back  home  that  we  are 
going  to  be  embarking  on  some  new  investigations,  investigations 
that  the  Office  of  the  Inspector  Greneral  said  are  the  most  promis- 
ing to  discover  fraud,  abuse,  and  waste  of  the  taxpayers  money. 
What  would  you  point  to?  What  area  should  we  be  doing  more  in- 
vestigative work  in  order  to  clean  up  programs  and  to  save  tax- 
payers' dollars? 

Mr.  Gillum.  I  guess  I  would  want  to  jump  in  there  and  qualify 
one  part  about  things  that  are  not  being  investigated. 

Mr.  DURBIN.  Adequately. 

Mr.  Gillum.  Adequately.  I  would  like  to  think  that  we  are  doing 
them  all  adequately,  and  that  we  are  addressing  the  priority  issues 
that  are  there.  We  have  a  planning  process  that  we  go  through  to 
focus  on  the  high  risk  areas  of  the  Department  and  those  where 
the  money  is.  We  expend  our  resources  typically  in  the  high  risk 
areas,  in  food  stamps.  Farmers  Home,  ASCS. 

Mr.  DURBIN.  I  have  to  imagine  at  the  end  of  the  day,  you  say, 
if  we  just  had  a  few  more  people  and  some  more  resources,  there 
is  a  program  where  we  ought  to  be  taking  a  harder  look  at,  but  our 
budget  limitations  prevent  us  from  doing  so.  And  it  is  a  shame  be- 
cause this  is  an  area  we  know  we  can  get  some  results  in.  Has  such 
a  conversation  ever  occurred  in  your  agency? 

Mr.  Gillum.  I  guess  it  does,  and  I  wish  I  had  an  answer,  but 
clearly  we  are  a  level  of  effort  kind  of  organization  and  we  think 
we  are  focusing  on  the  right  things.  It  is  just  that  we  might  in- 
crease the  levels  in  those  areas. 
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If  we  had  more  resources,  we  would  put  more  resources  in  those 
areas.  I  do  not  know  of  anything  that  is  out  there  right  now  that 
we  truly  are  not  trying  to  address  by  setting  priorities  and  estab- 
lishing risks  and  trying  to  focus  on  those  things  within  the  Depart- 
ment. And  I  hate  to  not  be  able  to  have  my  hand  out  because  I 
would  like  to  do  that. 

But  in  all  fairness,  we  have  worked  hard  to  prioritize  our  work- 
load and  to  put  our  resources  on  those  things.  We  could  do  more 
if  we  had  more  but  we  can  do  well  with  what  we  have. 

HOTLINE  COMPLAINTS 

Mr.  DURBIN.  How  many  complaints  did  you  receive  through  the 
hotline  in  fiscal  year  1993? 

Mr.  GiLLUM.  The  hotline  received  6,637  calls  and  letters  in  fiscal 
year  1993. 

Mr.  DURBIN.  How  many  were  you  able  to  look  into;  how  many 
were  referred  to  an  agency;  how  many  were  referred  to  the  Depart- 
ment of  Justice;  and  how  many  went  unanswered? 

Mr.  GiLLUM.  OIG  inquired  into  361  of  the  hotline  complaints  re- 
ceived in  fiscal  year  1993.  We  referred  to  the  appropriate  USDA 
agency  3,866  complaints  and  requested  a  response  back  to  us;  465 
complaints  were  minor  violations  that  required  no  response  back  to 
us;  and  1,662  contacts  were  referred  for  information  purposes  only. 
The  remaining  195  com.plaints  were  referred  to  other  law  enforce- 
ment agencies  for  action.  We  took  no  action  on  88  complaints  be- 
cause they  contained  insufficient  information  for  any  action. 

Out  of  the  361  complaints  handled  by  OIG,  24  resulted  in  refer- 
rals to  the  Department  of  Justice  for  prosecution  and  1  was  re- 
ferred to  state  prosecutors. 

USE  OF  INVESTIGATIONS  RESOURCES  BY  AGENCY 

Mr.  DURBIN.  Please  provide  us  with  a  table  showing  the  break- 
down of  the  OIG's  resources  and  the  percent  of  each  that  went  to- 
wards investigations  of  each  agency  under  USDA  for  fiscal  year 
1993. 

Mr.  GiLLUM.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

USE  OF  INVESTIGATIONS  RESOURCES  BY  AGENCY,  FISCAL  YEAR  1993 
[Dollars  in  thousands] 


AMS 

APHIS 

ASCS 

FAS/OICD  

FCIC 

FmHA 

FNS 

FGIS/PSA/OT 

FS  

FSIS  

REA 

SCS 


Total  OIG 

Investigations 

Dollars         Staff 

-years 

Dollars 

Percent  of 
OIG  dollars 

Staff- 

years 

Percent  of 
OIG  staff- 
years 

$417 

5 

$144 

35 

1 

20 

899 

12 

536 

60 

6 

50 

9.278 

126 

4,644 

50 

55 

44 

1,464 

19 

921 

63 

11 

58 

2,030 

28 

940 

46 

11 

39 

13,288 

184 

5,477 

41 

65 

35 

22,710 

296 

15,079 

66 

179 

60 

43 

1 

43 

100 

1 

100 

4,718 

69 

811 

17 

9 

13 

2,350 

31 

1,259 

54 

15 

48 

347 

4 

257 

74 

3 

75 

477 

6 

114 

24 

1 

17 
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USE  OF  INVESTIGATIONS  RESOURCES  BY  AGENCY,  FISCAL  YEAR  1993— Continued 
[Dollars  in  thousands] 


Total  OIG 


Investigations 


Dollars         StaH-years 


Dollars 


Percent  of 
OIG  dollars 


Staff-years 


Percent  of 
OIG  staff- 
years 


Science  and  ED  391                9              28                7                3              33 

Multi-Agencies  2,977              46              71                2                1                2 

Other 211               2            211            100               2            100 

Economics  274                4                0                0                0                0 

Dept.  Admin 912 14 95 10 1 7 

Total  62,786             856         30,630               49             364               42 


COST  AND  STAFF  FOR  AUDITS  BY  AGENCY 

Mr.  DuRBlN.  Provide  a  breakout  of  the  total  amount  spent,  in 
both  dollars  and  staff,  on  the  audits  by  agency  for  fiscal  years  1993, 
1994,  and  1995.  Also,  for  REA,  FCIC,  and  CCC  provide  the  amount 
you  were  reimbursed  each  fiscal  year. 

Mr.  GiLLUM.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

OFFICE  OF  INSPECTOR  GENERAL,  COST  AND  STAFF  FOR  AUDITS  BY  AGENCY 

[Dollars  in  thousands] 


AMS 

APHIS 

ASCS 

FAS/OICD  

FCIC 

FmHA 

FNS 

FS  

FSIS 

REA 

SCS 

Science  and  ED  

Multi-Agencies  

Economics  

Dept.  Admin 

Total  

Reimbursements: 

REA 

FCIC  

CCC  

Total  1,201 


Fiscal  yea 

r  1993 

Fiscal  yea 

r  1994 

Fiscal  year 

1995 

Amount 

Staff-years 

Amount 

Staff-years 

Amount 

Staff-years 

$273 

4 

$285 

4 

$274 

4 

363 

6 

379 

6 

364 

6 

4,634 

71 

4,836 

70 

4,652 

68 

543 

8 

567 

8 

545 

8 

1,090 

17 

1,138 

17 

1,094 

16 

7,811 

119 

8,152 

118 

7,840 

115 

7,631 

117 

7,964 

116 

7,658 

114 

3,907 

60 

4,078 

59 

3,921 

58 

1.091 

16 

1,139 

16 

1,095 

15 

90 

1 

94 

1 

90 

1 

363 

5 

379 

5 

364 

5 

363 

6 

379 

6 

364 

6 

2,906 

45 

3,033 

45 

2,916 

44 

274 

4 

285 

4 

275 

4 

817 

13 

853 

13 

820 

13 

32,156 

492 

33,561 

488 

32,272 

477 

233 



225 



225 

— 

216 

— 

242 

— 

242 

— 

752 

— 

783 

— 

815 

— 

1,250 


1,282 


FISCAL  YEAR  1993  AUDIT  AND  INVESTIGATIONS  RESULTS 

Mr.  DURBIN.  Of  the  indictments,  convictions,  and  suits  for  fiscal 
year  1993,  provide  a  table  of  the  number  filed  by  each  agency  of 
the  Department. 

Mr.  GiLLUM.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 
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INDICTMENTS,  CONVICTIONS,  AND  SUITS  FOR  FISCAL  YEAR  1993 

Agency  Convictions         Indictments  Suits 

AMS  2  2  5 

APHIS  11  15  0 

ARS 0  1  0 

ASCS  46  57  4 

ES  1  1  0 

FAS  7  3  0 

FCIC 21  17  0 

FGIS  2  2  0 

FmHA  97  77  8 

FNS  771  748  44 

FS  7  8  0 

FSIS  11  8  0 

HNIS 0  1  0 

OIG 2  2  0 

SCS  4  2  0 

Total  982  944  61 

Mr.  DuRBiN.  Please  update  the  table  that  appears  on  page  162 
of  last  year's  hearing  record,  showing  the  number  of  audit  reports, 
investigative  reports,  indictments,  convictions,  and  suits  filed,  to 
include  fiscal  year  1993. 

Mr.  GiLLUM.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

Fiscal  year 
1989  1990  1991  1992  1993 

Audit  Reports  559  347  405  412  360 

Investigative  Reports  1,398  1,461  1,391  1,484  1,267 

Indictments  713  839  781  1,040  944 

Convictions 573  671  808  785  982 

Suits  48  25  59  41  61 

UNRESOLVED  AUDITS 

Mr.  DURBIN.  For  the  record  please  provide  the  subcommittee 
with  a  list  of  all  unresolved  audits  completed  by  your  office. 

Mr.  GiLLUM.  I  will  provide  a  table  for  the  record  that  shows  the 
audits  that  do  not  have  a  management  decision — are  unresolved  as 
of  February  10,  1994.  We  are  currently  working  with  the  agencies 
to  reach  a  management  decision  before  the  issuance  of  our  Semi- 
annual Report  to  Congress  covering  the  first  6  months  of  FY  1994. 
In  some  cases,  the  agencies  are  working  with  the  Office  of  the  Gen- 
eral Counsel  to  make  a  determination  of  the  issues  in  question  or 
are  awaiting  the  results  of  final  negotiations  on  the  audits  of  con- 
tracts. 

[The  information  follows:] 


No. 


Assignment  title 


Date  issued 


02-545-0059-HY 
03-600-0014-FM 
03-002-0002-TE  . 
03-600-0018-SF  . 
03-099-0 159-TE  . 
03-097-O004-SF  , 
03-600-0026-TE  . 
03-600-O027-KC 


Bendix  BOMSS  segment  indirect  rates  

Management  issues  on  CCC  fiscal  year  1992  financial  statements 

1990-1991  disaster  payments  for  nonprogram  crops  in  Texas  

Maximum  payment  limitation — 1991 — State  of  Arizona 

1991  livestock  emergency  feed  program  

Program  operations — State  of  Alaska  

1990  Sugarcane  disaster  program  

Payment  limitation  for  Hughes  and  Sully  County  entities  


93/06/23 
93/08/02 
93/04/01 
93/06/16 
93/01/07 
92/09/15 
93/03/26 
93/06/11 
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No. 


Assignment  title 


Date  issued 


03-600-003 0-KC  Payment  limitation  for  Rosebud,  Yellowstone,  Cascade,  and  Daniels  Coun-  93/06/16 

ty  entities. 

04-099-0 130-KC  Rural  rental  housing  program  servicing  of  HUD  section  8/515  program  in  93/02/18 

CA. 

04-097-000 1-HQ Review  of  FMHA  tiandling  of  contracts  witti  Cll 93/06/29 

04-099-0082-HY Rural  rental  housing  servicing  of  HUD  section  8/515  projects— Maryland  .  93/04/09 

04-002-000 1-TE Texas  State  office  business  and  industry  loan  program  operations 90/03/28 

04-099-0 173-TE Accrued  interest  on  guaranteed  loan  repurchases 92/07/16 

04-099-0 189-TE Rural  rental  housing— Wells  Property  Management  CO  93/03/04 

04-600-0006-TE Nonprofit  national  corporation  loan  and  grant  program  90/12/20 

04-600-001 1-TE Subsequent  loans  to  net  recovery  buyout  borrowers,  Washington,  DC  92/03/31 

05-099-002(^AT Large  claims  for  1989  and  1990  crop  years 92/03/31 

05-600-0003-HQ Fiscal  year  91  FCIC  financial  statements,  auditor's  report 92/03/31 

05-600-0004-HQ Fiscal  year  91  FCIC  financial  statements,  management  letter  92/03/31 

05-600-0005-HQ Fiscal  year  FCIC  financial  statements 93/03/29 

05-099-0 105-KC  1989  Corn  and  soybean  contract  No.  24-884-048846,  Vernon  County,  MO,  92/03/31 

crop  hail  Mgmt. 

05-600-0003-TE Large  crop  year  1988  claims  adjusted  by  crop  hail  management 91/03/13 

05-099-0055-TE 1988  and  1989  soybean  losses  in  three  Arkansas  counties  92/07/16 

08-O97-O002-AT Historic  aircraft  exchange  program  92/10/27 

08-545-0061-SF Postaward  audit— Evergreen  Helicopters,  Inc.,  McMlnnville,  OR 93/03/15 

09-600-0003-HQ Fiscal  year  91  REA  Financial  statements 92/03/31 

09-600-0005-HQ Fiscal  year  91  REA  Management  letter  92/04/01 

09-600-0006-HQ Fiscal  year  92  Financial  statements.  Auditor's  Report  93/03/31 

09-60O-0008-HQ Fiscal  year  92  REA/RTB  Financial  statements.  Management  issues 93/03/31 

1O-545-O033-HY  Lang  Brothers— Upper  Mud  River  contract  claim  92/04/23 

1 0-099-00 12-KC  Rescheduled  status  reviews 93/07/27 

27-070-0003-HY  Management  letter  for  fiscal  year  1991  FNS  Financial  Statement 93/03/23 

27-099-0054-AT MS  Dept.  of  Education— child  and  adult  care  food  program 93/03/19 

33-545-00 15-HY Kuo  and  Associates— incurred  cost  audit 93/07/16 

33-545-00 17-HY Allen  &  Hoshall,  Inc.,  direct  costs  and  indirect  rates 93/06/10 

50-600-0008-AT Adjusted  world  prices— upland  cotton  and  rice  93/06/18 

50-568-0263-KC  A-128,  State  of  Montana  (2  fiscal  years  ended  6/30/91),  Helena,  MT 93/07/13 

50-600-0002-KC Wetland  conservation  provisions 92/12/15 

50-568-0527-SF A-128  audit  report  on  Hoopa  Valley  Tribe— fiscal  year  ended  9/30/91  93/06/28 

In  addition  to  these  audits,  ttiere  are  256  others,  as  of  September  30,  1993,  where  a  management  decision  has  been  reached  but  final 
corrective  action  by  agency  management  is  still  underway. 

CONSERVATION  COMPLIANCE  PROGRAM 

Mr.  DURBIN.  You  have  identified  inadequate  procedures  within 
the  Soil  Conservation  Service  in  carrying  out  the  conservation  com- 
pliance program.  In  response  to  your  audit  recommendation,  SCS 
and  ASCS  agreed  to  develop  and  implement  an  electronic  data 
sharing  system  to  assure  more  timely  revisions  to  conservation 
plans.  It  was  anticipated  that  this  effort  would  be  in  place  by  July 
1993.  Has  this  taken  place  and  have  you  conducted  any  follow-up 
reviews? 

Mr.  GiLLUM.  The  agencies  have  reported  to  us  that  they  have  re- 
leased the  software  nationwide.  The  electronic  data  sharing  effort 
is  being  phased  in,  and,  currently,  250  ASCS  county  offices  and 
SCS  field  offices  are  transmitting  data  electronically.  We  have  not 
yet  conducted  a  followup  review  but  intend  to  evaluate  the  need  for 
a  followup  review  this  fiscal  year. 

USE  OF  FIREARMS 

Mr.  DURBIN.  In  carrying  out  the  duties  of  the  OIG  in  fiscal  year 
1993,  were  there  any  instances  where  firearms  were  actually  used 
by  your  personnel  or  against  your  personnel? 

Mr.  GiLLUM.  We  are  fortunate  that  during  the  past  fiscal  year 
there  were  no  instances  where  firearms  were  discharged  by  or 
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against  our  special  agents.  In  conducting  over  600  arrests  and 
searches,  our  special  agents  encountered  numerous  instances  which 
required  the  seizure  of  firearms  and  other  weapons.  There  was  one 
instance  in  which  a  special  agent  was  held  at  gunpoint  by  an  indi- 
vidual during  an  undercover  operation.  The  special  agent  was  able 
to  escape  unharmed.  The  gunman  was  later  arrested  and  convicted 
for  assaulting  a  Federal  officer. 

FIREARMS  OWNED  BY  OIG 

Mr.  DuRBiN.  For  the  record  please  provide  the  Committee  with 
a  list  of  the  type  and  number  of  all  firearms  owned  and  operated 
by  OIG  staff. 

Mr.  GiLLUM.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

Firearms  Inventory 

Type  of  firearms:  Number 

9  mm  semiautomatic  pistols  378 

357  cal.  revolvers  11 

38  cal.  revolvers  52 

380  cal.  pistols 2 

12  gauge  shotguns  48 

9  mm  automatic  weapons  2 

PRIVATE  COLLECTION  SERVICES 

Mr.  DURBIN.  OMB  Circular  A- 129  allows  the  Federal  govern- 
ment to  use  private  collection  agencies  to  recoup  delinquent  ac- 
counts. Are  agencies  such  as  ASCS,  FNS,  and  FmHA  using  private 
collection  services? 

Mr.  GiLLUM.  ASCS  and  FNS  use  private  collection  services  to  re- 
coup delinquent  accounts  over  which  they  have  direct  control. 
FmHA  is  currently  prohibited  by  Congress  from  using  FmHA  ap- 
propriations to  hire  private  collection  agencies  to  recoup  delinquent 
accounts. 

CONTRACTS  FOR  PUBLIC  ACCOUNTANTS 

Mr.  DURBIN.  Please  update  the  table  that  appears  on  page  163 
of  last  year's  hearing  record  showing  the  amount  of  funds  expended 
for  outside  public  accountants  hired  under  contract  to  include  fiscal 
year  1993  actuals  and  fiscal  year  1994  estimates. 

Mr.  GiLLUM.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

Fiscal  year:  Expended 

1989  $102,000 

1990  1  773,525 

1991  12  1,936,715 

1992  est.  12  1,660,000 

1993  2  337,971 

1994  No  estimate  at  this  time 

1  Includes  FNS  Child  and  Adult  Care  Food  Program  contract  audits. 

2  Includes  CFO  contract  audits. 

NATIONAL  FINANCE  CENTER 

Mr.  DURBIN.  An  audit  of  the  National  Finance  Center  identified 
a  number  of  weaknesses  to  the  Center's  internal  control  structure. 
You  were  conducting  a  followup  audit  and  anticipated  a  report  to 


379 

be  issued  in  April  1993.  Was  this  report  ever  issued?  What  were 
the  results  of  the  audit? 

Mr.  GiLLUM.  The  report  was  issued  December  30,  1993.  We  could 
not  complete  the  audit  in  April  1993  because  the  National  Finance 
Center — NFC — had  not  had  time  to  complete  work  on  documenting 
the  controls.  We  found  that  although  NFC  had  invested  substantial 
effort  in  developing  a  management  control  manual  which  would 
document  its  control  objectives  and  techniques,  the  complexity  of 
the  task  and  the  short  timeframes  did  not  allow  NFC  to  fully  de- 
fine and  implement  control  objectives  and  techniques  for  all  aspects 
of  its  control  structure.  Therefore,  we  were  unable  to  design  tests 
to  substantiate  whether  controls  were  suitably  designed  and  in 
place  as  of  September  30,  1993.  As  a  result,  we  were  unable  to  ex- 
press an  opinion — disclaimer — on  NFC's  general  controls  as  of  Sep- 
tember 30,  1993. 

OBJECT  CLASS  25  BREAKDOWN 

Mr.  DURBIN.  Please  provide  a  sub-object  class  breakdown  for  ob- 
ject class  25.2,  Other  Services,  for  fiscal  years  1994  and  1995. 
Mr.  GiLLUM.  A  table  will  be  provided  for  the  record. 
[The  information  follows:] 

OBJECT  CLASS  25  BREAKDOWN 

Description  Fiscal  year  1994      Fiscal  year  1995 

Contracts  with  other  agencies 

Training  

Security  clearances 

Health  units 

Repairs  and  maintenance 

Other  contracts  

Confidential  funds 

Reimbursable  agreements 

ADP  computer  centers 

All  others 

Total  3,301.000  2,555,000 

COMPUTER  UPGRADE 

Mr.  DURBIN.  In  fiscal  year  1991,  you  began  a  project  to  upgrade 
your  computer  system.  Where  do  you  stand  on  this  project? 

Mr.  GiLLUM.  This  project  is  nearly  complete.  The  majority  of  the 
hardware  and  software  for  this  effort  has  been  purchased  and  in- 
stalled, and  the  local  area  network  for  headquarters  and  regional 
offices  has  been  operational  for  approximately  6  months.  The  final 
phase  of  this  project  is  planned  for  completion  this  fiscal  year  with 
the  purchase  and  installation  of  the  remaining  hardware  and  soft- 
ware. 

INFOSHARE  PROJECT 

Mr.  DURBIN.  A  common  complaint  of  the  Federal  government  is 
that  it  does  not  have  up-to-date  computer  capabilities  and  is,  there- 
fore, extremely  inefficient.  Part  of  the  overall  budget  request  for 
the  Department  is  a  request  for  $90,000,000  to  initiate  a  project 
called  InfoShare.  This  is  the  seed  money  to  upgrade  and  consoli- 


$25,000 

$25,000 

350,000 

250,000 

100,000 

72,000 

30,000 

30,000 

500,000 

360,000 

550,000 

400,000 

95,000 

125,000 

175,000 

180,000 

150,000 

150,000 

1,326,000 

963,000 
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date  the  computer  systems  of  those  agencies  servicing  the  farmer. 
Tell  us  your  assessment  of  this  proposal? 

Mr.  GiLLUM.  We  agree  with  the  primary  objective  of  InfoShare, 
which  is  to  incorporate  advanced  information  technology,  to 
streamline  farm  service  agency  business  processes,  and  to  integrate 
the  information  systems  to  better  serve  its  customers.  We  are  cur- 
rently monitoring  the  design  and  development  of  InfoShare,  using 
a  solution-based  audit  approach.  By  utilizing  this  approach,  we  are 
working  with  the  Department  as  it  addresses  each  InfoShare  initia- 
tive. We  provide  the  Department  timely  feedback  as  to  our  assess- 
ment of  the  management  and  approach  on  these  initiatives.  To 
date,  our  concerns  have  centered  around  project  staffing  and  man- 
agement, contract  controls,  and  procurement  schedules.  We  are 
stressing  to  the  Department  that  business  plans  describing  what 
needs  to  be  done  and  how  the  software  is  to  be  used  must  be  com- 
pleted before  procurements  take  place. 

agency's  budget  request 

Mr.  DURBIN.  What  was  your  budget  request  to  the  Secretary; 
what  was  the  Secretary's  request  to  0MB;  and  what  was  the  OMB 
allowance? 

Mr.  GiLLUM.  Our  budget  request  to  the  Secretary  was 
$76,637,000;  the  Secretary's  request  to  OMB  was  $63,249,000;  and 
the  OMB  allowance  was  $63,013,000. 

federal  employees  compensation  act 

Mr.  DURBIN.  The  explanatory  notes  state  employee  compensation 
has  risen  steadily  from  $37,900,000  in  1988  to  $55,100,000  in  1992. 
To  what  do  you  attribute  this  increase? 

Mr.  GiLLUM.  The  Federal  Employees  Compensation  Act — 
FECA — provides  compensation  for  all  Federal  civilian  employees 
injured  while  performing  their  duties.  While  the  U.S.  Department 
of  Labor  administers  the  FECA,  USDA  is  responsible  for  submit- 
ting claims  and  providing  job  placement  assistance  for  those  em- 
ployees who  can  return  to  work.  In  USDA,  FECA  costs  rose  stead- 
ily from  $37.9  million  in  1988  to  $55.1  million  in  1992.  Our  audit 
in  1993  found  that  USDA  agencies  had  no  active  retum-to-work 
programs  and  did  not  maintain  any  contacts  with  former  employees 
removed  from  the  active  pa3rroll.  Of  the  claimants  receiving  bene- 
fits totaling  $39.4  million  between  the  period  July  1990  and  June 
1991,  medical  reports  showed  that  16  percent  could  have  returned 
to  work,  saving  $15.5  million  in  wage  compensation  since  the  time 
they  were  reemployable  or  $135  million  over  their  life  expectancies. 
Office  of  Finance  and  Management  officials  agreed  with  our  find- 
ings and  recommendations  and  developed  a  plan  to  review  all  long- 
term  cases  to  identify  claimants  who  are  able  to  work  and  to  co- 
ordinate job  placement  assistance  for  them. 

REIMBURSABLE  AGREEMENTS  FOR  FINANCIAL  STATEMENTS 

Mr.  DURBIN.  You  perform  audits  of  financial  statements  for  the 
Commodity  Credit  Corporation — CCC — Federal  Crop  Insurance 
Corporation — FCIC — and    Rural    Electrification    Administration — 
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REA — through  a  reimbursable  agreement.  Why  do  you  anticipate 
an  increase  for  CCC  in  fiscal  year  1995,  but  not  for  FCIC  or  REA? 

Mr.  GiLLUM.  The  cost  of  performing  audits  of  CCC  financial 
statements  has  always  exceeded  the  reimbursement  from  CCC.  Be- 
cause we  believe  that  the  financial  statement  audits  are  vitally  im- 
portant to  the  Secretary's  Financial  Information  System  Vision  and 
Strategy  for  improvement,  we  have  completed  the  estimate  the  cost 
of  performing  the  CCC  financial  statement  audit  will  exceed 
$831,600.  An  increase  in  CCC  reimbursement  merely  brings  the  re- 
imbursement for  the  audit  closer  to  its  actual  cost. 

Mr.  DuRBiN.  What  percentage  of  your  audit  resources  did  this 
represent  in  fiscal  year  1993? 

Mr.  GiLLUM.  In  fiscal  year  1993,  approximately  18  percent  of  our 
total  audit  resources  was  expended  in  the  financial  statements 
audit  area.  We  believe  these  resources  are  well  spent  in  that  the 
audit  work  and  subsequent  corrective  actions  by  Department  man- 
agers are  resulting  in  stronger  financial  systems  with  better  finan- 
cial data  available  to  managers. 

Mr.  DURBIN.  Last  year  the  audits  for  FCIC  and  REA  were  con- 
tracted out  while  the  others  were  done  in-house.  Were  any  audits 
performed  this  year  contracted  out?  If  so,  how  much? 

Mr.  GiLLUM.  Yes,  in  fiscal  year  1993,  the  financial  statement  au- 
dits for  both  FCIC  and  REA  were  contracted  out  to  Certified  Public 
Accounting  firms.  The  estimated  contract  cost  for  performing  the 
FY  1993  REA  and  FCIC  audits  are  $140,080  and  $200,000  respec- 
tively. These  are  estimated  costs  in  that  these  audits  will  not  be 
completed  until  March  1994. 

DESIGNATION  OF  SPECULATIVE  COMMODITIES 

Mr.  DURBIN.  After  a  review  of  the  National  Agricultural  Statis- 
tics Service  security  and  control  over  automated  systems  to  trans- 
mit and  process  sensitive  statistical  forecasting  data,  you  rec- 
ommended they  designate  additional  commodities  as  speculative. 
What  were  these  commodities,  and  why  did  you  recommend  they 
be  designated  as  speculative  commodities? 

Mr.  GiLLUM.  We  recommended  that  cattle,  hogs,  barley,  oats,  and 
sugar  be  designated  as  speculative.  These  commodities  are  traded 
on  the  same  commodity  markets  as  other  commodities  designated 
as  speculative  such  as  com  and  cotton  and  are  market  sensitive. 
Anyone  having  early  access  to  official  estimates  concerning  these 
commodities  would  have  an  obvious  advantage  in  trading.  Des- 
ignating a  commodity  as  speculative  results  in  increased  security 
protection  of  statistical  data  and  estimates. 

CONFIDENTIAL  FUND 

Mr.  DURBIN.  The  appropriations  language  allows  for  up  to 
$95,000  to  be  spent  for  certain  confidential  operational  expenses.  In 
fiscal  year  1993,  how  much  was  actually  used  under  this  authority? 

Mr.  GiLLUM.  OIG  actually  expended  $77,285  of  the  $95,000  al- 
lowed. At  various  times  throughout  the  year,  all  of  the  $95,000  had 
been  obligated  for  use.  The  unexpended  portion  was  returned  to  the 
Treasury  after  the  end  of  the  fiscal  year. 
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Mr.  DURBIN.  You  propose  to  increase  this  amount  to  $125,000  in 
fiscEd  year  1995  stating  that  demands  for  these  funds  have  in- 
creased. Would  you  please  be  more  specific? 

Mr.  GiLLUM.  The  request  for  the  change  in  the  appropriations 
language  is  due  to  the  increase  in  the  level  of  use  in  recent  years. 
These  funds  are  used  to  pay  informants,  to  support  undercover 
criminal  investigations,  and  for  other  confidential  operations  ex- 
penses. While  it  is  unlikely  that  the  $125,000  amount  will  be  ex- 
pended, this  amount  is  needed  to  temporarily  meet  such  expenses 
as  the  purchase  of  stolen  or  counterfeit  food  stamps.  This  request 
is  only  for  specific  language  allowing  us  to  use  up  to  $125,000  of 
our  current  funds  for  these  purposes  and  is  not  request  for  an  in- 
crease in  our  budget. 

Mr.  DURBIN.  Provide  a  table  for  the  record  showing  the  amount 
spent  for  confidential  operation  activities  for  fiscal  years  1990 
through  1993  and  estimates  for  fiscal  year  1994. 

Mr.  GiLLUM.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

Fiscal  year:  Amount 

1990  $67,151 

1991  42,445 

1992  89,500 

1993  77,285 

1994  est  95,000 

FSIS  INSPECTION  EVALUATION 

Mr.  DURBIN.  You  have  an  evaluation  underway  to  identify  areas 
within  FSIS  inspection  functions  where  you  can  provide  assistance. 
When  will  this  evaluation  be  complete? 

Mr.  GiLLUM.  We  are  presently  conducting  a  special  study — in- 
cluding control  of  residues,  recall  of  hazardous  products,  and  imple- 
mentation of  new  nutritional  labeling  regulations — to  identify  the 
areas  that  should  be  covered  in  more  depth  during  our  full  FSIS 
evaluation,  as  well  as  devising  a  detailed  program  to  use  in  con- 
ducting the  evaluation.  This  phase  of  the  evaluation  should  be  com- 
plete by  the  end  of  the  fiscal  year  with  the  full  evaluation  com- 
pleted in  fiscal  year  1995. 

Mr.  DURBIN.  During  a  review  of  inspection  activities  at  a  Ne- 
braska meat  processing  plant,  you  discovered  that  the  Food  Safety 
and  Inspection  Service  had  no  mechanism  to  identify  plants  that 
potentially  pose  a  health  risk  due  to  the  plant's  age,  poor  mainte- 
nance record,  or  type  of  cattle  slaughtered.  As  a  result,  you  worked 
with  FSIS  officials  to  develop  a  comprehensive  proposal  that  would 
identify  high-risk  plants  for  increased  inspection  activities  and  im- 
prove their  compliance  review  program.  Have  you  performed  any 
followup  reviews  to  assess  how  this  proposal  is  working? 

Mr.  GiLLUM.  We  have  worked  with  an  FSIS  team  to  improve  the 
compliance  review  program.  The  team  developed  a  comprehensive 
proposal  which  when  implemented  should  result  in  quantifying 
health  and  food  safety  performance.  It  will  identify  high-risk  plants 
for  FSIS  management  attention  and  compliance  review  purposes 
and  will  also  establish  a  complaint  tracking  system. 

Since  the  proposed  program  changes  are  still  in  the  initial  imple- 
mentation phase,  we  have  not  yet  performed  a  followup  review.  We 
expect  the  new  system  to  be  implemented  in  the  latter  part  of  fiscal 
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year  1994  and  have  set  aside  time  for  such  a  review  this  fiscal 
year. 

RESOURCES  DEVOTED  TO  CONSUMER  PROTECTION 

Mr.  DuRBlN.  Last  year  you  stated  that  5.5  percent  of  audit  re- 
sources and  12  percent  of  investigative  resources  were  devoted  to 
work  in  the  consumer  protection  area  during  fiscgd  year  1992. 
What  percentage  was  devoted  during  fiscal  year  1993  to  this  area? 

Mr.  GiLLUM.  During  fiscal  year  1993,  we  devoted  5.4  percent  of 
our  audit  resources  and  7  percent  of  investigative  resources  to 
consumer  protection. 

FARMER  GUARANTEED  LOAN  PROGRAM 

Mr.  DURBIN.  A  review  of  the  Farmer  Guaranteed  Loan  Program 
found  that  lenders  participating  in  the  program  did  not  determine 
their  losses  or  apply  their  loss  payments  correctly,  resulting  in 
overpayments  to  89  percent  of  the  borrowers  reviewed.  What  is 
being  done  to  correct  this  problem? 

Mr.  GiLLUM.  Farmers  Home  Administration  has  agreed  to 
strengthen  and  clarify  the  guidance  and  direction  it  has  provided 
to  lenders  to  preclude  future  errors.  For  example,  FmHA  will  clar- 
ify that  a  borrower's  "typical  year  plan"  be  used  to  compute  the 
present  value  of  debt  repajrment  ability  to  preclude  distortions  re- 
sulting from  nonrecurring  activity.  Further,  FmHA  will  amend  its 
lenders'  manual  to  include  a  worksheet  to  guide  the  lenders 
through  the  loss  determination  process.  In  addition,  FmHA  agreed 
to  review  all  debt  writedowns  that  our  audit  did  not  cover. 

RURAL  RENTAL  HOUSING  PROGRAM 

Mr.  DURBIN.  During  last  year's  hearing,  we  talked  about  exces- 
sive construction  costs  charged  to  Rural  Rental  Housing  projects. 
At  that  time,  the  Farmers  Home  Administration  had  agreed  to 
make  some  regulatory  changes  to  strengthen  the  program.  You  per- 
formed a  follow-up  audit  and  found  little  had  changed;  borrowers 
were  using  the  same  schemes  as  before.  Specifically,  what  has 
Farmers  Home  done  to  address  this  issue? 

Mr.  GiLLUM.  The  followup  audit  we  conducted  of  Rural  Rental 
Housing  costs  was  initiated  almost  immediately  after  the  issuance 
of  the  initial  audit  report  and  prior  to  the  time  that  FmHA  could 
have  reasonably  been  expected  to  have  implemented  corrective  ac- 
tion. Due  to  the  high  level  of  vulnerability  to  fraud  and  abuse  by 
borrowers  that  our  first  audit  found,  we  performed  the  followup 
primarily  to  identify  additional  cases  of  irregularities  but  not  to  re- 
assess FmHA's  policies  and  procedures.  Our  second  audit  disclosed 
$2.8  million  in  excessive  costs  charged  to  FmHA  projects  and  the 
referral  of  three  other  borrowers  for  investigation.  The  Agency  an- 
ticipates its  revised  regulations  will  be  published  in  the  Federal 
Register  in  March  1994.  These  changes  should  significantly 
strengthen  the  program  and  reduce  the  vulnerability  to  dollar 
losses.  For  example,  FmHA  agreed  to  deny  the  pa3rment  of  profit 
and  overhead  to  the  original  general  contractor  when  construction 
responsibilities  are  merely  passed  on  to  another  contractor.  In  addi- 
tion, FmHA  will  require  that  borrowers'  Certified  Public  Account- 
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ants — CPA — use  the  audit  program  developed  by  OIG  to  detect  ex- 
cessive costs  during  cost  certification  audits.  Further,  FmHA 
agreed  to  contract  directly  with  CPAs  for  audits  of  borrowers  with 
high  dollar  loans  and  on  a  random  sample  of  all  loans. 

Mr.  DURBIN.  What  can  be  done  legislatively  to  address  this  prob- 
lem? 

Mr.  GiLLUM.  In  our  opinion,  the  regulatory  changes  being  devel- 
oped appear  adequate  to  rectify  the  conditions  we  noted.  There  are 
two  issues,  the  use  of  related  party  companies  and  negotiated  con- 
tracts, that  FmHA  has  agreed  to  conduct  a  pilot  program  in  11 
States  to  further  assess.  The  need  for  legislative  change  in  the  fu- 
ture could  be  siffected  by  the  results  of  the  pilot  program. 

DEFENSE  CONTRACT  AUDIT  AGENCY  WORK 

Mr.  DuRBiN.  The  Defense  Contract  Audit  Agency  performs  audit 
services  on  a  reimbursable  basis.  Did  the  agency  perform  any  au- 
dits in  fiscal  year  1993?  If  so,  what  were  they  and  how  much  did 
they  cost? 

Mr.  GiLLUM.  The  DCAA  performed  31  audits  for  USDA  agencies 
of  price  proposals,  cost  reimbursement  contracts,  or  contractor 
claims  during  fiscal  year  1993.  The  audits  help  USDA  procurement 
offices  negotiate,  administer,  and  settle  USDA  contracts  and  sub- 
contracts. We  arrange  for  and  monitor  the  audits  on  behalf  of 
USDA  agencies.  Our  final  approved  billings  totaled  $139,409. 

CONVICTION  RATE 

Mr.  DuRBiN.  Your  conviction  rate  for  fiscal  year  1992  was  ap- 
proximately 92  percent.  What  was  it  for  fiscal  year  1993? 

Mr.  GiLLUM.  For  those  1,164  cases  in  which  final  legal  and  ad- 
ministrative action  occurred  in  fiscal  year  1993,  we  obtained  747 
indictments  and  697  convictions.  Our  conviction  rate  was  approxi- 
mately 93  percent. 

CROP  INSURANCE  PROGRAM 

Mr.  DuRBiN.  The  Administration  is  proposing  a  total  revision  of 
the  Crop  Insurance  program.  What  is  your  assessment  of  this  pro- 
posal? 

Mr.  GiLLUM.  The  Administration's  proposed  revision  of  the  Crop 
Insurance  program  is  still  in  draft  form  and  has  not  been  finalized. 
We  have  not  reviewed  or  analyzed  the  new  proposals;  however,  we 
believe  that  the  crop  insurance  and  the  disaster  assistance  pro- 
grams must  be  viewed  jointly  because  disaster  payments  reduce 
the  incentive  to  purchase  insurance. 

ADMINISTRATION  OF  DISASTER  PROGRAM  AND  NON-PROGRAM  CROPS 

Mr.  DURBIN.  Last  year  you  provided  the  subcommittee  with  a  list 
of  eight  recommendations  you  made  regarding  the  administration 
of  the  disaster  program  and  non-program  crops.  Has  the  Agricul- 
tural Stabilization  and  Conservation  Service  implemented  these 
recommendations?  Have  they  made  a  difference? 

Mr.  GiLLUM.  The  eight  recommendations  dealt  primarily  with  the 
establishment  of  county  and  farm  yields  for  loss  calculation  pur- 
poses and  ways  for  States  to  verify  the  accuracy  of  these  yields. 
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ASCS  has  generally  implemented  the  recommendations.  However, 
we  recommended  that  all  producers  submit  actual  production  his- 
tory when  available  for  establishing  farm  yields  used  in  determin- 
ing the  amount  of  loss  due  to  a  disaster.  ASCS  has  elected  to  con- 
tinue to  establish  county  yields  for  non-program  crops  based  upon 
National  Agricultural  Statistics  Service  production  data.  The  yields 
for  program  crops  are  based  upon  the  producers'  average  produc- 
tion for  1981  through  1985  excluding  the  high  and  low  year  in  ac- 
cordance with  the  1985  Food  Security  Act.  Producers  of  non-pro- 
gram crops  can  continue  to  choose  between  using  their  actual  cur- 
rent production  data  or  the  established  county  average  whichever 
gives  them  the  largest  pa3rment. 

Recent  audits  have  not  disclosed  any  major  problems  with  the  es- 
tablished State  and  county  3delds  for  either  program  or  non-pro- 
gram crops.  However,  we  have  found  that  the  use  of  county  aver- 
age yields,  based  upon  NASS  data,  for  non-program  crops  has  re- 
sulted in  excessive  payments  to  producers.  We  have  found  produc- 
ers of  non-program  crops  not  following  normal  farming  practices  for 
crop  production  and  still  being  able  to  utilize  the  county  average 
yield  for  disaster  calculations.  This  results  in  the  producers  receiv- 
ing disaster  assistance  in  excess  of  crop  production.  Because  of  this, 
we  believe  that  each  County  Committee  must  exercise  its  authority 
to  reduce  individual  yields  when  a  producer  does  not  follow  good 
farming  practices  in  producing  non-program  crops. 

Our  audits  of  the  current  disaster  programs  are  finding  the  fol- 
lowing tjTJes  of  problems.  Producers  are  not  reporting  all  their  ac- 
tual production  to  ASCS,  causing  their  actual  losses  to  be  over- 
stated and  disaster  assistance  to  be  overpaid.  A  producer  is  not  fol- 
lowing normal  farming  practices  for  a  crop,  and  the  County  Com- 
mittee is  not  reducing  the  yield  for  that  farm.  Producers  are  not 
certifying  to  their  correct  gross  income,  allowing  some  producers  to 
receive  disaster  assistance  when  their  gross  income  exceeds  the  $2 
million  program  limitation.  Producers  are  not  correctly  reporting 
their  crop  interests. 

Based  upon  the  above  findings,  we  have  recommended  that 
ASCS  establish  controls  to  detect  producers  who  do  not  report  all 
of  their  production  or  who  are  making  false  certifications  on  their 
disaster  applications.  We  also  recommended  that  county  commit- 
tees make  every  effort  to  insure  that  the  payment  yield  assigned 
to  producers  of  non-program  crops  be  reflective  of  that  producer's 
production  capabilities. 

Mr.  DURBIN.  You  were  looking  at  other  States  for  problems  simi- 
lar to  Georgia's  situation,  where  farmers  started  planting  acres  and 
acres  of  squash  on  land  that  had  never  been  planted  before.  Have 
you  found  similar  occurrences? 

Mr.  GiLLUM.  Some  of  the  noted  audit  work  has  been  completed 
and  some  is  still  ongoing.  The  completed  audit  work  in  California, 
Michigan,  Minnesota,  and  Texas  has  not  identified  the  increase  in 
acreage  problem,  but  we  do  continue  to  find  unreported  production, 
incorrect  reporting  of  producer  shares,  and  exceeding  the  gross  in- 
come limitation  of  $2  million.  We  are  in  the  process  of  auditing  the 
1993  disaster  program  in  Iowa,  Nebraska,  Illinois,  Minnesota, 
Georgia,  South  Carolina,  and  Texas.  We  are  also  performing  county 
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office  audits  in  (Georgia  and  Florida  based  upon  whistle  blower 
complaints. 

Mr.  DURBIN.  Have  you  performed  any  follow-up  reviews  of 
ASCS's  method  of  calculating  quality  losses? 

Mr.  GiLLUM.  Although  we  have  not  performed  any  followup  au- 
dits on  quality  loss  adjustments,  ASCS  has  implemented  proce- 
dures that  will  substantially  reduce  the  quality  loss  adjustments 
problems  cited  in  our  audit. 

CONGRESSIONALLY  MANDATED  REQUIREMENTS 

Mr.  DURBIN.  For  the  record  please  provide  a  list  of  all  congres- 
sionally  mandated  requirements  that  have  been  placed  on  you  for 
the  past  five  fiscal  years. 

Mr.  GiLLUM.  I  will  provide  the  information  for  the  record. 

[The  information  follows:] 

Office  of  Inspector  General  Congressional  Mandates 

1.  Energy  Policy  Act  of  1992,  Pub.  L.  102-486,  section  160,  106  Stat.  2776  (1992) 
(energy  audits) 

2.  iTepartment  of  the  Interior  and  Related  Agencies  Appropriations  Act  of  1990, 
Pub.  L.  101-121,  section  319,  103  Stat.  701  (1989)  (use  of  Federal  funds  for  lobbying 
activities) 

3.  Chief  Financial  Officers  Act  of  1990,  Pub.  L.  101-576,  104  Stat.  2838  (1990) 
(financial  statement  audits) 

4.  Standards  for  Audits  of  Government  Organizations,  Programs,  Activities,  and 
Functions,  Issued  by  the  Comptroller  General  of  the  U.S.,  1988  Revision  (continuing 
professional  education  requirements) 

5.  Federal  FaciUties  CompUance  Act  of  1992  (Audit  has  details  on  statute) 

HYATTSVILLE  OFFICE 

Mr.  DURBIN.  With  OIG  headquartered  in  Washington,  D.C.,  why 
do  you  have  a  regional  office  in  Hyattsville,  Maryland? 

Mr.  GiLLUM.  The  headquarters  office  and  Hyattsville  office  have 
very  different  roles.  Our  Hyattsville  office  is  one  of  seven  oper- 
ational entities  that  perform  audits  and  investigations  within  spe- 
cific limited  geographical  areas.  The  regional  office  staff  in  Hyatts- 
ville conducts  its  work  in  Delaware,  the  District  of  Columbia, 
Maryland,  Pennsylvania,  Virginia,  and  West  Virginia.  The  office 
could  be  located  in  any  of  the  States  which  it  services. 

Our  headquarters  office  provides  nationwide  oversight,  guidance, 
and  centralized  administrative  support  for  our  seven  regional  of- 
fices. Its  responsibilities  include  liaison  with  agency  headquarters 
staff,  development  of  nationwide  audit  and  investigation  plans,  is- 
suance of  nationwide  audit  reports,  and  preparation  of  OIG-wide 
documents  such  as  the  budget  and  our  semiannual  reports  to  Con- 
gress. 

Mr.  DURBIN.  Couldn't  you  save  rent  and  administrative  costs  if 
these  offices  were  collocated? 

Mr.  GiLLUM.  We  do  not  believe  we  would  save  rent  or  significant 
administrative  costs  by  collocating  our  headquarters  office  and  Hy- 
attsville regional  office.  Collocating  the  two  offices  would  not 
change  the  very  different  roles  of  each  office  and  would  not  de- 
crease the  staffing  level  or  amount  of  office  space  needed. 

Because  our  headquarters  staff  is  the  liaison  with  USDA's  top 
level  officials,  headquarters  managers  for  the  USDA  agencies,  and 
USDA's  support  staffs,  our  headquarters  staff  meets  with  top  level 
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officials,  agency  managers,  and  support  staffs  on  a  day-to-day 
basis.  Locating  our  headquarters  staff  away  from  the  Washington, 
D.C.,  USDA  complex  would  be  inefficient  because  our  staff  would 
waste  considerable  time  traveling  to  and  from  these  meetings.  In 
addition,  it  would  discourage  the  inclusion  of  our  staff  in  meetings 
which  are  arranged  spontaneously  or  on  very  short  notice. 

Our  Hyattsville  regional  office  consists  of  auditors  and  investiga- 
tors who  actually  perform  on-site  audits  and  investigations  within 
specific  geographical  areas.  This  office  could  be  located  in  any  of 
the  States  which  it  services.  Because  they  do  not  have  day-to-day 
contact  with  USDA's  top  level  officials,  agency  managers,  and  sup- 
port staffs  who  are  located  in  Washington,  D.C.,  there  is  no  need 
for  them  to  occupy  any  of  the  much  sought  after  and  much  more 
expensive  space  in  or  close  to  the  downtown  USDA  complex. 

Although  minor  savings  may  be  realized  by  combining  some  ad- 
ministrative services  if  the  two  offices  were  collocated,  we  do  not 
believe  the  savings  would  outweigh  the  loss  in  efficiency  and  pro- 
ductivity or  the  increase  in  space  costs. 

Mr.  DURBIN.  Thank  you. 

Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

COOPERATION  WITH  STATES 

Your  job  as  I  see  it  is  twofold.  You  not  only  do  the  investigations 
but  you  also  work  with  States  in  policing  efforts. 

Mr.  GiLLUM.  Yes,  sir. 

Mr.  Skeen.  In  some  States,  you  get  very  effective  response  and 
some  you  do  not.  What  is  the  difference? 

Mr.  GiLLUM.  What  is  the  difference? 

Mr.  Skeen.  I  will  do  some  fly  casting.  The  Chairman  was  doing 
a  pretty  good  job  of  it.  Do  you  have  some  States  that  you  get  better 
cooperation  than  you  do  with  others?  Is  there  a  need  for  a  good 
training  program  or  recommendations  to  go  along  with  these 
States? 

Because  it  is  amazing  to  me  the  difference  of  interest  and  effec- 
tive enforcement  that  you  get  between  the  States. 

Mr.  GiLLUM.  I  am  not  sure  I  am  following  you. 

Mr.  Beauchamp.  Well,  as  it  relates  to  the  Food  Stamp  Program? 

Mr.  Skeen.  Yes.  Entirely.  Food  stamp  fraud. 

Mr.  Beauchamp.  As  you  know,  the  States  are  responsible  for  in- 
vestigation of  recipient  fraud. 

Mr.  Skeen.  That  is  correct. 

Mr.  Beauchamp.  Some  States  have  excellent  systems.  They  have 
devoted  a  lot  of  resources  to  that  over  the  years.  The  Department 
has  provided  funds  for  investigation  of  fraud  activities  up  to  75  per- 
cent which  has  gone  down  now  to  50  percent. 

Mr.  Skeen.  Yes. 

Mr.  Beauchamp.  So  some  States  do  not  now  have  the  resources 
to  attack  the  problem. 

Mr.  Skeen.  The  State  resources.  It  is  not  the  attitude  of  the  offi- 
cials. 
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WELFARE  FRAUD 


Mr.  Beauchamp.  I  do  not  think  so.  At  least  once  a  year,  I  meet 
with  the  State  welfare  fraud  directors  from  almost  all  of  the  States 
and  I  can  tell  you  uniformly  they  are  behind  working  with  us  or 
working  alone  to  do  what  they  can  to  eliminate  welfare  fraud. 

Mr.  Skeen.  You  get  cooperation  but  it  depends  on  the  amount  of 
resources  that  each  State  has  involved. 

Mr.  Beauchamp.  That  is  correct. 

Mr.  Skeen.  Is  that  the  denominator  that  gives  you 

Mr.  GiLLUM.  I  think  that  is  true.  And  Mr.  Ebbitt  and  I  went  out 
last  month  and  met  with  the  directors  of  the  four  largest  States 
that  have  food  stamps:  Ohio,  New  York,  California 

Mr.  Skeen.  Probably  Texas. 

Mr.  GiLLUM.  They  have  monumental  problems,  and  they  were 
viewing  us  as  a  problem  so  we  went  out  to  talk  to  them.  They  won- 
dered why  we  spent  so  much  time  in  their  particular  States.  When 
we  explained  to  them  the  problems  that  we  have  and  the  fact  that 
they  have  most  of  the  money,  they  have  over  33  percent  of  the 
money  in  those  four  States,  then  I  think  they  had  a  better  perspec- 
tive of  what  we  were  doing  and  we  were  trying  to  gain  their  per- 
spective, too. 

So  I  do  not  think  it  is  a  matter  of  people  out  there  being  indiffer- 
ent or  not  wanting  to  address  problems,  but  it  is  a  matter  of  vol- 
ume and  complexity  of  the  problem. 

Mr.  Skeen.  Well,  you  also  indicate  that  there  probably  is  a  prob- 
lem with  dialogue  between  your  agency  and  those  officials. 

Mr.  GiLLUM.  I  think  that  is  true.  And  certainly  we  are  trying  to 
adopt  a  notion  of  greater  openness,  greater  customer  concern,  a 
more  willingness  to  go  out  and  listen  to  criticism  and  see  if  we  can- 
not find  better  ways  to  do  our  job,  make  it  more  effective.  We  want 
to  have  customers  that  will  react  better  to  the  products  that  we 
produce. 

USE  OF  AGENCY  RESOURCES 

Mr.  Skeen.  Well,  it  goes  back  to  the  budgeting  question  once 
again.  About  how  much  of  your  effort  is  done  in  just  improving 
those  kinds  of  programs?  What  is  taking  most  of  the  appropriation 
effort  that  you  have? 

Mr.  GiLLUM.  Well,  I  think  when  you  put  it  on  that  basis  clearly — 
and  these  are  rough  numbers — but  60  percent  or  so  of  our  re- 
sources go  on  the  audit  side,  which  is  looking  for  efficiency  and 
economy  and  effectiveness  of  compliance.  And  the  other  40  or  so  is 
going  on  the  investigation  side.  So  clearly  I  think  we  have  leaned 
over  in  a  60/40  percent  relation  to  try  to  focus  on  those  things  that 
will  be  positive  and  improve,  and  only  40  percent  goes  to  trying  to 
catch  the  bad  guys  afterwards. 

Mr.  Skeen.  I  see.  But  you  think  in  the  overall  sense  that  the  pro- 
gram is  producing  good  results. 

Mr.  GiLLUM.  In  the  Food  Stamp  Program? 

Mr.  Skeen.  Yes,  sir. 

Mr.  GiLLUM.  Well,  clearly,  I  think  the  numbers  are  there,  that 
a  lot  of  very  needy  people  are  being  helped  in  that  program  and 
that  by  far  a  very,  very  small  percentage,  like  in  anything 
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Mr.  Skeen.  Is  involved  in  fraud? 

Mr.  GiLLUM  [continuing].  Is  involved  in  the  bad  part  of  the  pro- 
gram. No  question. 

DISASTER  PROGRAMS 

Mr.  Skeen.  Let  me  turn  to  the  disaster  situation.  You  have  been 
visited  with  several  unusual  and  unexpected  events,  floods  and  the 
earthquake  and  the  fires  and  the  rest  of  the  situation.  How  were 
you  able  to  handle  that?  Did  it  go  off  smoothly?  I  know  that  we 
have  a  lot  of  media  coverage  about  fraud  in  the  Los  Angeles  situa- 
tion. Have  you  been  able  to  handle  that  all  right? 

Mr.  GiLLUM.  Yes,  sir.  I  think  the  Los  Angeles  situation  was  a 
very  rewarding  experience  for  us  because  the  reports  came  in  that 
there  were  problems,  there  was  an  interest  both  at  the  front  office 
and  the  Secretary's  office  and  at  the  Food  &  Nutrition  Service  level 
and  at  the  L.A.  level  in  not  letting  that  happen.  We  were  able  to 
mobilize  over  40  people  and  have  them  in  there  over  a  weekend 
and  were  making  arrests  the  day  following  the  reports.  I  think  that 
had  a  real  deterring  effect  on  what  went  on  out  there. 

EBT 

Mr.  Skeen.  I  think  you  and  the  Chairman  had  a  good  discussion 
about  the  Farmers  Home  audits  and  things  of  that  kind,  and  I  ap- 
preciate that. 

Let  me  ask  you  about  the  EBT  system,  and  we  have  been  follow- 
ing the  demonstration  program.  What  is  your  assessment  of  this 
form  of  distribution  of  the  food  stamps,  and  how  workable  is  it? 

Mr.  GiLLUM.  Well,  we  have  been  supporters  of  EBT.  And  clearly, 
like  Mr.  Dewhurst  said,  getting  that  paper  off  the  streets  will  do 
a  lot  to  reduce  fraud  in  the  program. 

We  are  not  so  naive  as  to  say  that  under  EBT,  there  will  not  be 
any  fraud  or  people  will  not  try  to  game  EBT  if  it  is  in  place.  But 
clearly  if  you  can  just  get  the  paper  off 

Mr.  Skeen.  Get  the  paper  off  the  street? 

Mr.  GiLLUM.  You  have  eliminated  a  second  currency  that  can  be 
collected,  aggregated,  exchanged  and  just  used  as  a  second  cur- 
rency. And  that  is  a  big  help. 

Mr.  Skeen.  And  we  have  the  ability  to  do  that,  I  think. 

Mr.  GiLLUM.  We  have  the  ability  to  do  it.  And  one  of  the  real 
positive  things  about  EBT  we  have  learned  in  a  couple  of  investiga- 
tions is  that  it  produces  the  kind  of  natural  data  that,  one,  allows 
for  very  effective  monitoring  and  it  allows  for  very  effective  inves- 
tigation. 

Mr.  Skeen.  Leaves  a  better  trail. 

Mr.  GiLLUM.  A  positive  trail.  A  super  trail. 

FARMERS  home  ADMINISTRATION 

Mr.  Skeen.  Again  this  year  your  testimony  reveals  a  number  of 
problems  associated  with  FmHA's  handling  of  the  Debt  Restructur- 
ing Program. 

You  state  that  the  IG  has  recommended  that  FmHA  recover  the 
improper  benefits  identified  by  the  audits  and  reevaluate  cases  and 
work  to  recover  funds  where  appropriate.   Concerning  the  rural 
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housing  program,  you  also  noted  that  milHons  could  be  saved  if 
computational  errors  were  eliminated  and  borrower  application 
data  was  more  fully  verified. 

Could  you  provide  for  the  committee,  to  the  best  of  your  esti- 
mation, the  major  rationale  for  FmHA's  problems  concerning  its 
administration  of  these  programs? 

Mr.  GiLLUM.  Our  audit  work  indicates  that  the  major  cause  for 
FmHA's  problems  concerning  improper  debt  buyouts  and  subse- 
quent loans  for  returning  farmer  program  borrowers  was  that  in- 
formation on  the  plans  used  for  buyouts  and  data  used  to  obtain 
the  subsequent  loan  were  accepted  by  FmHA  without  adequate  re- 
view and  verification. 

Excessive  profits  and  questionable  costs  charged  by  rural  rental 
housing  borrowers  resulted  due  to  inadequate  internal  controls. 
Some  of  the  internal  controls  which  had  not  been  properly  imple- 
mented included  reviewing  documentation  of  general  contractor  ac- 
counting systems,  estimated  cost  breakdowns  prior  to  construction, 
and  significant  variances  between  estimated  and  actual  costs.  In 
addition,  audits  performed  by  independent  public  accounting  firms 
did  not  provide  FmHA  with  the  required  level  of  assurance  that 
costs  presented  by  borrowers  were  the  actual  costs  of  construction. 

I  would  like  to  give  you  an  update  of  the  actions  taken  by  FmHA 
to  address  our  recommendations.  Last  year,  we  conducted  audits  of 
the  Debt  Restructuring  and  Rural  Rental  Housing  Programs. 
FmHA  has  been  working  to  take  appropriate  action  on  the  Debt 
Restructuring  cases  to  include  reestablishing  debts  that  were  im- 
properly written  off  and  servicing  the  subsequent  loans  to  ineligible 
borrowers.  Seversd  of  the  cases  have  been  forwarded  to  the  Office 
of  the  General  Counsel  for  a  determination  of  action. 

Concerning  the  Rural  Rental  Housing  Program,  FmHA  issued  re- 
vised regulations  on  February  14,  1994,  in  response  to  our  audit  re- 
port which  should  significantly  reduce  the  improper  program 
charges.  These  regulations  preclude  the  pa3rment  of  additional  prof- 
it to  borrowers  who  serve  as  general  contractors  but  do  not  perform 
any  duties.  In  addition,  FmHA  issued  an  audit  program  we  devel- 
oped for  the  use  of  Certified  Public  Accountants  to  identify  the 
types  of  excessive  costs  disclosed  in  our  review.  Further,  the  regu- 
lations require  FmHA  to  analyze  actual  and  estimated  construction 
costs  to  detect  unusual  variances  that  indicate  excess  profits. 

Mr.  Skeen.  In  your  opinion,  does  FmHA  have  adequate  resources 
and  staff  training  to  alleviate  these  concerns? 

Mr.  GiLLUM.  Workload  issues  have  been  a  concern  of  FmHA.  We 
believe  current  reorganization  proposals  may  address  these  issues 
by  splitting  some  programs  among  Rural  Development  and  the 
Farm  Service  Agency.  Although,  in  our  view,  the  training  provided 
to  FmHA  staff  is  generally  adequate,  we  have  made  recommenda- 
tions regarding  the  need  to  redirect  training  towards  specific  pro- 
gram measures.  For  example,  we  have  recommended  that  training 
be  emphasized  in  certain  areas  in  the  preparation  of  the  farm  and 
home  plan  where  our  audits  have  identified  problems. 

Mr.  Skeen.  Based  on  the  data  you  obtained  from  your  investiga- 
tions, what  is  your  estimate  of  the  magnitude  of  this  problem  na- 
tionwide. 


391 

Mr.  GiLLUM.  We  did  not  make  an  estimate  of  the  full  magnitude 
of  this  problem,  however,  the  concerns  we  reported  dealt  with  the 
adequacy  of  national  policies  and  procedures  which  would  impact 
on  all  program  activity  nationwide.  We  are  continuing  to  work  with 
the  Agency  to  correct  program  deficiencies  in  the  areas  identified. 

Mr.  Skeen.  How  will  you  work  with  FmHA  to  see  that  your  rec- 
ommendations are  foUowedup  and  acted  upon? 

Mr.  GiLLUM.  We  work  closely  with  agencies  to  reach  manage- 
ment decisions  on  audit  recommendations  to  include  agreement  as 
to  the  corrective  actions  to  be  taken  and  the  timeframes  to  com- 
plete those  actions.  The  Department's  Office  of  Finance  and  Man- 
agement then  tracks  the  specific  actions  until  they  have  been  com- 
pleted. Once  final  action  has  occurred,  as  part  of  our  annual  plan- 
ning process,  we  review  all  audit  areas  to  determine  if  audit  follow- 
up  is  warranted  and  schedule  those  as  needed. 

DEBT  MANAGEMENT 

Mr.  Skeen.  With  all  of  the  economic  problems  in  our  country 
today,  I'm  not  surprised  to  see  your  agency  identify  problems  with 
debt  management  on  the  part  of  farmers  and  consumers. 

I  noted  in  your  testimony  on  this  problem,  that  in  your  opinion, 
the  ASCS,  CCC,  and  the  FNS  should  more  aggressively  pursue 
debt  collection  and  fully  implement  various  0MB  and  Treasury 
debt  management  collection  initiatives. 

One  major  recommendation  is  that  these  agencies  should  report 
debts  to  credit  bureaus  and  collection  agencies.  Is  this  the  major 
key  to  solving  problems  with  these  agencies? 

Mr.  GiLLUM.  Debt  collection  techniques  are  one  of  several  aspects 
of  managing  Federal  credit  and  debt  programs.  The  Debt  Collection 
Act  of  1982  made  many  private  sector  collection  techniques  avail- 
able to  Federal  agencies.  These  techniques,  which  include  use  of 
credit  bureau  reporting  and  collection  agencies,  are  intended  to  in- 
crease the  efficiency  of  Govemmentwide  efforts  to  collect  debts. 
While  USDA  agencies  need  to  fully  implement  these  debt  collection 
techniques,  such  techniques  are  just  one  of  several  parts  of  a  sound 
credit  management  program. 

Mr.  Skeen.  You  stated  that  these  agencies  could  use  private  col- 
lection agencies  to  recoup  bad  debts.  Is  this  cost  effective? 

Mr.  GiLLUM.  Yes,  we  believe  that  private  collection  agencies  can 
be  an  effective  means  of  providing  additional  resources  for  improv- 
ing debt  collection  activities.  0MB  Circular  A- 129  allows  the  use 
of  private  collection  agencies  to  recoup  delinquent  accounts  usually 
at  no  additional  cost  to  the  agency.  The  costs  of  collection  agency 
fees  are  added  to  the  delinquent  principle  and  interest  amount,  not 
charged  to  the  agency. 

Mr.  Skeen.  You  noted  that  the  Food  and  Nutrition  Service  had 
understated  some  of  its  debts.  Would  you  clarify  your  explanation 
of  this  problem  and  your  resulting  recommendations  to  the  agency. 

Mr.  GiLLUM.  Our  audit  on  FNS'  debt  management  initiatives  in- 
cluded a  review  of  FNS  management  of  receivables  due  from  non- 
Federal  debtors.  Based  on  our  review,  we  determined  that  the 
value  of  FNS  accounts  receivable  was  understated  for  several  rea- 
sons. For  example,  FNS  did  not  include  $322  million  in  quality  con- 
trol sanctions  assessed  on  State  agencies  for  incorrect  food  stamp 
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issuances.  FNS  stated  that  the  claims  were  not  reported  because 
they  were  subject  to  change  prior  to  billing. 

Also,  the  inability  of  State  agencies  to  process  food  stamp  house- 
hold claims  in  a  timely  manner  understates  the  value  of  accounts 
receivable.  Several  OIG  audits  have  disclosed  that  State  agencies 
have  large  backlogs  of  potential  claims.  While  potential  claims  are 
not  accounts  receivable  until  they  have  been  established  by  the 
State  agency,  the  delay  in  claim  processing  also  delays  recognition 
of  the  claim  as  an  accounts  receivable  due  the  Federal  Government. 

We  recommended  that  FNS  one,  establish  policies  for  recognizing 
and  reporting  quality  control  sanctions  as  receivables  at  the  time 
the  sanction  amount  is  computed  and  two,  require  FNS  regional  of- 
fices to  identify  State  agencies  with  a  backlog  of  claims  that  have 
not  been  processed  and  to  develop  and  implement  specific  plans  to 
timely  establish  claims. 

Our  recently  completed  audit  followed  up  on  State  agencies'  time- 
liness in  reviewing  potential  claims  and  determined  that  the  prob- 
lem still  exists.  FNS  is  working  with  State  agencies  on  the  issue, 
but  the  problem  is  not  one  that  will  be  solved  overnight.  FNS  needs 
to  continue  to  pressure  State  agencies  to  fix  this  problem. 

CONSUMER  PROTECTION 

Mr.  Skeen.  Consumer  Protection.  Your  statement  mentions  that 
investigating  consumer  protection  issues  is  part  of  your  mission. 
Would  you  expound  on  those  consumer  protection  activities  which 
you  have  placed  as  a  high  priority? 

Mr.  GiLLUM.  Our  efforts  in  the  consumer  protection  area  are  de- 
signed to  assure  that  the  food  the  consumer  eats  is  safe  and  prop- 
erly labeled  and  graded  and  that  the  Nation's  plant  and  animal  re- 
sources are  safeguarded.  Our  highest  priority  is  to  investigate  alle- 
gations of  tampering  with  consumer  products  regulated  by  the  De- 
partment. We  also  place  a  high  priority  on  health  and  safety  cases 
which  include  the  potential  saJe  or  movement  in  commerce  of 
uninspected  or  adulterated  products  regulated  by  the  Department. 
In  addition,  we  pursue  important  economic  impact  cases  involving 
potentially  mislabeled,  misrepresented,  or  substandard  products  of- 
fered for  sale  or  movement  in  interstate  commerce. 

Mr.  Skeen.  What  percentage  of  your  resources  is  devoted  to 
consumer  protection  issues? 

Mr.  GiLLUM.  In  fiscal  year  1993,  we  devoted  approximately  6  per- 
cent of  our  resources  to  consumer  protection  areas. 

ABILITY  OF  AGENCIES  TO  REDIRECT  PRIORITIES 

Mr.  Skeen.  In  a  number  of  instances  you  have  recommended 
that  particular  agencies  should  place  a  higher  priority  on  oversight 
and  enforcement  responsibilities  to  help  prevent  fraud.  For  exam- 
ple, you  mention  that  FNS  should  visit  its  retailers  more  often  and 
take  a  closer  look  at  their  operations  before  approving  them  to  ac- 
cept food  stamps. 

Too  many  times  we  put  additional  responsibilities  on  these  agen- 
cies and  not  enough  funding.  In  your  opinion  will  these  agencies  be 
able  to  redirect  their  priorities  without  hiring  additional  people,  or 
must  we  increase  the  funding  levels? 
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Mr.  GiLLUM.  In  our  audit  of  FNS'  Food  Stamp  Program,  Author- 
izing and  Monitoring  Retailers,  we  found  that  FNS  had  discon- 
tinued onsite  preauthorization  visits  to  supermarkets  and  made 
them  optional  for  all  other  types  of  retailers.  Field  office  personnel 
time  was  shifted  to  reviewing  recipient  certifications,  about  80  per- 
cent of  the  available  time,  which  FNS  considered  a  higher  priority. 
Our  audit  reported  problems  with  retailers  both  during  and  after 
FNS  authorizations  which  could  have  been  found  during  onsite  re- 
views. We  considered  these  problems  enough  to  recommend  that 
FNS  increase  the  priority  given  to  performing  retailer  visits  and 
determine  the  feasibility  of  transferring  staff  from  other  assign- 
ments to  the  field  offices;  that  it  was  a  matter  of  reassessing  prior- 
ities and  using  existing  resources.  However,  we  recognize  that  this 
may  not  be  an  option  in  each  and  every  case,  and  increased  fund- 
ing and  staffing  may  be  needed  for  specific  circumstances. 

Mr.  Skeen.  Do  you  take  into  consideration  whether  or  not  an 
agency  can  afford  some  of  your  recommendations  within  their  exist- 
ing allocations? 

Mr.  GiLLUM.  In  making  our  recommendations,  we  take  into  ac- 
count the  feasibility,  including  funding,  of  the  agency  being  able  to 
implement  the  recommendations.  To  ensure  that  we  have  the  agen- 
cies' perspective  and  agreement,  the  audits'  conclusions  and  rec- 
ommendations are  discussed  prior  to  issuance  of  the  final  report. 
In  some  instances,  the  nature  or  seriousness  of  the  problem  may 
require  that  additional  resources  are  needed  to  address  it. 

Mr.  Skeen.  With  regard  to  USDA  reorganization,  how  much  im- 
pact will  the  closure  of  field  offices  and  cuts  within  these  agencies 
have  on  some  of  your  priorities  to  cut  fraud  and  abuse? 

Mr.  GiLLUM.  In  the  case  of  FNS,  it  is  proposing  to  eliminate  a 
small  number  of  field  offices  that  have  only  one  or  two  employees. 
The  employees  affected  will  be  transferred  or  reassigned  to  other 
field  offices.  This  should  not  have  a  major  impact  on  our  priorities 
to  reduce  fraud  and  abuse  because  the  closings  are  consolidations 
of  very  small  staffs.  However,  we  noted  earlier  that  these  staffs  are 
already  stretched  thin  and  are  concentrating  their  time  to  a  large 
degree  on  recipient  certification  issues.  We  recommended  that  FNS 
increase  the  priority  given  to  performing  retailer  reviews. 

Mr.  Skeen.  Thank  you  very  much  for  your  responses. 

Thank  you,  Mr.  Chairman. 

Mr.  DURBIN.  Ms.  Kaptur. 

APHIS 

Ms.  Kaptur.  Mr.  Gillum,  I  wanted  to  ask  what  percent  of  your 
resources  would  be  devoted  to  APHIS? 

Mr.  GiLLUM.  Very  small.  Percentage-wise,  I  think  it  would  prob- 
ably be  2  or  3  percent.  Probably  6  percent  total  in  Marketing  In- 
spection Service,  I  believe. 

Ms.  Kaptur.  Explain  to  me  exactly  what  you  do  with  APHIS. 

Mr.  Gillum.  In  APHIS? 

Ms.  Kaptur.  Yes.  What  t)T)e  of  investigations  do  you  perform  in 
conjunction  with  APHIS. 

Mr.  GiLLUM.  Well,  some  of  those  have  been  in  the  employee  in- 
tegrity area.  Some  have  been — most  recently,  the  most  notorious 
situation  is  the  case  up  in  Wisconsin  with  the — ^what  would  we  call 
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him — ^the  person  who  has  been  accused  of  butchering  dogs.  A  dog 
breeder  selHng  dogs  and  he  is  also  alleged  to  have 

Mr.  Skeen.  a  pet  factory. 

Mr.  GiLLUM.  A  pet  factory.  Only  this  one  is  more  notorious  be- 
cause they  had  some  undercover  film  where  he  had  actually  butch- 
ered a  dog  for  somebody  to  eat. 

IMPORTED  FOOD  OR  ANIMALS 

Ms.  Kaptur.  One  of  the  areas  I  am  most  particularly  interested 
in  is  imported  foods  and  animals.  One  of  the  figures  that  we  have 
been  shown  is  something  about  70  percent  of  the  bovine  related  TB 
in  this  country  is  now  due  to  cattle  that  came  up  here  from  Mexico. 
I  am  curious  as  to  what  extent  or  in  what  way  you  are  involved 
in  investigations  of  the  increasing  amount  of  food  imports  into  the 
United  States  or  animals.  And  you  are  saying  2  to  3  percent  of 
your  resources  are  devoted  to  that.  Is  that  correct? 

Mr.  Ebbitt.  I  am  not  sure  when  our  last  audit  was  done  in  that 
particular  area  but  we  have  done  audits  to  look  at  the  APHIS  sys- 
tem at  border  entry  points,  to  look  at  the  system  that  is  in  place 
and  how  effective  are  APHIS  employees  in  looking  at  that  particu- 
lar point. 

Ms.  Kaptur.  I  am  very  interested  in  that  because  if  you  look  at — 
our  trade  figures,  import  and  export,  as  a  sign  of  how  healthy  we 
are  as  a  country  in  terms  of  a  given  industry.  If  you  look  at  our 
U.S.  exports  going  out  in  agriculture,  they  have  been  about  $40  bil- 
lion over  the  last  decade  or  so,  they  varied  down  a  little  bit  and 
then  went  up. 

Agricultural  imports  have  increased  from  a  level  of  about  12  bil- 
lion in  the  early  1980's  to  a  level  of  over  $23  billion.  It  is  really 
incredible.  This  committee  has  heard  testimony  that  only  1  to  2 
percent  of  any  product  coming  in  here  is  really  examined  at  our 
borders.  Certainly  that  is  true  in  the  Mexican  situation. 

I  am  very  concerned  about  what  is  coming  over  the  border  and 
the  extent  to  which  we  are  conscious  of  what  has  been  happening 
to  us  over  the  past  couple  of  decades  in  terms  of  imported  products 
and  what  your  role  is  in  all  of  that. 

I  read  what  is  in  the  submission  but  if  there  is  any  additional 
information  you  could  give  me  about  how  you  see  yourselves  in- 
volved in  that  increasing  level  of  imports  and  inspections,  I  would 
greatly  appreciate  it. 

STRATEGIC  PLANNING  PROCESS 

Mr.  GiLLUM.  Let  me  go  back  to  some  of  the  basics  of  how  we  do 
our  work.  And  one  of  those  things  is  we  sit  down  at  the  beginning 
of  each  year — and,  in  fact,  next  week  we  are  going  to  sit  down  with 
our  audit  managers  and  do  midyear  review  on  where  we  are  in 
terms  of  what  we  planned  to  do  this  year. 

In  that  planning  process,  we  reach  out  to  a  number  of  levels  of 
interest  in  what  we  do  to  seek  input  to  what  we  should  do.  We  go 
to  the  managers  and  ask  them  in  their  program  areas  what  they 
think  we  should  cover.  We  try  to  have  a  dialogue.  In  fact,  we  are 
going  to  try  to  improve  that  process  with  USDA  managers. 

We  also  try  to  get  a  sense  of  what  the  Congress  is  interested  in. 
If  this  is  an  interest  that  you  have  then  maybe  we  should  visit  with 


395 

you  and  get  a  better  handle  on  it.  Maybe  it  should  be  an  area  in 
which  we  should  do  some  work. 

Ms.  Kaptur.  All  right.  Well,  we  would  love  to  talk  to  you  about 
that. 

Mr.  GiLLUM.  Okay. 

MEAT  INSPECTION 

Ms.  Kaptur.  I  know  in  the  area  of  meat  inspection,  that  one  of 
the  companies  that  you  went  into  had  been  featured  on  a  national 
news  show.  I  am  also  concerned  about  those  meat  plants  in  this 
country.  How  much  attention  is  being  given  to  those  situations 
around  the  country.  I  am  very  concerned  about  human  health  and 
nutrition. 

Mr.  GiLLUM.  Well,  that  is  certainly  the  Secretary's  high  priority. 
And  you  know  he  was  visited  with  the  E.  coli  situation  when  he 
first  walked  into  office,  so  he  has  been  working  very  hard  on  that. 
The  Food  Safety  &  Inspection  Service,  of  course,  has  that  right  at 
the  top  of  their  list  of  things  to  get  on  top  of  in  the  inspection  proc- 
ess. 

Ms.  Kaptur.  All  right. 

Ms.  DeLauro. 

FMHA-BAD  LOANS 

Ms.  DeLauro.  Let  me  start  with  the  Farmers  Home  Administra- 
tion for  a  moment,  if  I  can. 

It  is  my  understanding,  and  this  is  what  appears  in  the  Wash- 
ington Post  and  you  make  mention  of  it  in  your  testimony,  that  we 
are  looking  at  $11.5  billion  in  bad  loans  that  may  never  be  col- 
lected and  another  $5  billion  in  delinquent  loans. 

So  I  am  just  tr3dng  to  get  a  sense  of  the  amount  of  money  we 
are  talking  about  and  I  have  some  questions  on  food  stamps  as 
well.  If  we  are  accurate,  and  the  news  accounts  are  accurate,  we 
are  looking  at  about  $1.8  billion  in  overpa3anents  in  food  stamps. 
With  FmHA  we  are  looking  at  potentially  up  to  $12  billion  in  some 
outstanding  collection  effort.  Is  that  accurate? 

And  also,  as  an  adjunct  to  that,  we  are  talking  about  27  million 
people  in  the  Food  Stamp  Program.  How  many  farmers  are  we 
talking  about  with  regard  to  this  $12  billion  in  uncollected  debt? 

UNCOLLECTED  DEBT 

Mr.  GiLLUM.  I  will  let  Mr.  Ebbitt  jump  in  here  with  us  and  com- 
ment on  some  of  those  details  but  on  a  more  positive  note,  if  you 
will,  we  looked  at  some  of  these  things  in  1990.  One  of  the  positive 
things  that  we  learned  from  that  study  was  that  because  of  actions 
that  the  Congress  took  around  1988  or  1987  and  new  rules  that 
were  placed  into  effect  by  Farmers  Home,  in  all  likelihood  most  of 
those  loans  that  are  out  there,  and  particularly  those  that  were 
covered  in  that  article,  would  not  be  made  today. 

I  think  Mr.  Dewhurst  mentioned  that  many  of  those  loans  were 
made  in  the  late  1970's,  early  1980's,  and  they  still  constitute  a 
problem.  But  at  least  on  the  plus  side,  the  Department  and  the 
Congress  have  taken  actions  in  the  intervening  years  to  at  least 
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put  some  controls  in  place,  that  hopefully  those  things  probably 
would  not  happen  again. 

Ms.  DeLauro.  Do  the  current  laws  address  this  issue,  are  they 
adequate?  Should  we  be  doing  more — ^What  should  that  be? 

And  in  terms  of  resources,  maybe  the  obvious  answer  is  yes,  but 
are  the  current  resources  available  to  you  adequate  or  would  con- 
tinued resources  for  your  efforts  help  with  this  outstanding  debt? 

Mr.  Ebbitt.  As  Mr.  Gillum  was  indicating,  many  of  these  prob- 
lems are  longstanding,  dating  ten  years  or  more  back.  Those  large 
loans  are  not  eligible  to  be  made  under  current  rules  and  regula- 
tions. 

In  1987,  when  Congress  passed  the  debt  restructuring  provisions 
to  restructure  these  loans,  there  were  a  number  of  concerns  we  had 
at  that  time  and,  as  we  have  pointed  out  in  our  testimony,  we 
made  recommendations  to  look  at  the  total  assets  that  a  farmer 
has  and  also,  if  a  farmer  that  had  acted  in  bad  faith,  he  is  not  eligi- 
ble for  these  advantages. 

CONTINUATION  POLICY 

There  is  one  area  that  still  concerns  us,  it  is  called  the  continu- 
ation policy  whereby  a  borrower  is  entitled  to  continue  to  receive 
loans  even  though  he  or  she  may  be  past  due  on  previous  loans. 
That  obviously  raises  some  immediate  eyebrows  when  you  are  look- 
ing at  a  loan  portfolio  and  the  farmer  is  in  trouble  on  existing  debt 
and  yet  we  are  providing  more  loans. 

Ms.  DeLauro.  Providing  more  loans.  Yes. 

What  I  am  trying  to  get  at  is  do  we  need  to  do  more  on  our  side 
to  look  at  this 

Mr.  Ebbitt.  I  think  the  continuation  policy  is  an  area  that  needs 
to  be  looked  at. 

Ms.  DeLauro.  That  we  have  to  get  focused  in  on.  Okay.  How 
many  farmers  are  we  talking  about  that  at  this  moment  still  hold 
$12  billion  in  uncollected  debt? 

Mr.  Ebbitt.  I  do  not  have  that  figure  here.  I  am  sure  it  is  avail- 
able and  we  could  get  that  number. 

Ms.  DeLauro.  Okay.  I  would  very  much  like  to  get  that  figure. 
I  am  a  very  strong  proponent  of  cleaning  up  the  waste  and  abuse 
in  the  system.  I  think  sometimes  we  look  at  things  with  a  jaded 
eye. 

[The  information  follows:] 

As  of  September  30,  1993,  the  Farmers  Home  Administration  (FmHA)  loan  port- 
folio totaled  $49.2  billion.  For  the  S£ime  period,  borrowers  were  delinquent  on  $10.1 
billion.  For  the  period  1991  to  1993,  FmHA  actually  wrote  off  about  $5  billion  in 
bad  farm  loans  to  about  26,000  borrowers. 

OVERPAYMENTS 

Ms.  DeLauro.  We  are  talking  about  $1.8  billion  in  overpayment 
in  a  food  stamp  system  that  services  27  million  people  and  yet  we 
have  had  very  little  conversation  about  an  area  in  which  we  have 
$12  billion  in  delinquent  or  unpaid  loans  and  we  quite  frankly  do 
not  know  how  many  farmers  are  engaged  in  this  effort. 
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FOOD  STAMPS — SHARED  INFORMATION 

In  terms  of  food  stamps,  one  of  the  difficulties  is  that  we  cannot 
share  pertinent  information  with  the  States;  we  can  only  share  in- 
formation about  retailers,  et  cetera,  amongst  a  few  Federal  agen- 
cies. 

And  our  efforts  in  terms  of  addressing  that  issue  in  the  last  Con- 
gress were  taken  out  by  the  other  body.  And  that  there  is  a  bill, 
H.R.  3436,  which  has  been  introduced  and  would  make  it  easier  for 
us  to  combat  fraud,  especially  fraud  on  the  part  of  retailers  if  the 
Federal  Government  could  share  information  with  State  and  local 
enforcement  agencies.  Is  that  correct? 

Mr.  Beauchamp.  That  is  true.  Currently  the  law  is  you  can  only 
obtain  information  and  give  it  to  a  law  enforcement  agency  if  it  is 
involved  in  the  actual  investigation  of  a  violation  of  the  Food 
Stamp  Act  or  a  similar  state  statute.  But  if  in  your  investigation 
you  come  across  some  other  type  of  violation,  you  really  cannot  give 
that  information  to  another  law  enforcement  agency.  We  strongly 
support  a  change. 

EBT — OVERPAYMENTS 

Ms.  DeLauro.  So  we  ought  to  take  a  hard  look  at  that  bill  again. 
I  understand  it  is  also  on  the  Senate  side  and  it  is  caught  up  there 
as  well. 

Electronic  benefit  transfers.  One  state,  Maryland,  has  this  effort 
statewide.  Again,  one  of  the  issues  is  that  it  has  got  to  be  cost  neu- 
tral to  the  Federal  Grovemment  and  I  do  not  want  to  take  on  the 
burden  of  the  Federal  Gk)vernment  picking  up  the  cost,  but  because 
it  is  so  effective,  have  you  thought  about  any  ways  in  which  we  can 
try  to  deal  with  this  issue  in  bringing  States  on  line  more  quickly 
than  we  now  are?  What  more  could  we  do  to  encourage  States  to 
get  into  the  program? 

And  if  you  have  any  ideas  I  would  love  to  have  you  submit  them 
for  the  record  and  give  us  some  guidance  in  this  area  about  moving 
to  this  program  more  quickly. 

Mr.  GiLLUM.  Well,  I  know  Assistant  Secretary  Ellen  Haas  and 
her  group  is  working  to  do  an3rthing  they  can  to  make  those  cases. 
It  is  really  a  question  that  should  be  addressed  to  them. 

Ms.  DeLauro.  The  question  should  be  addressed  to  them? 

Mr.  GiLLUM.  Yes. 

Ms.  DeLauro.  Okay.  So  you  all  do  not  have  any  advice  for  us 
on  what  to  do  and  how  we  might  address  this  issue. 

Mr.  GiLLUM.  We  just  do  not  have  a  basis  of  work — where  we 
have  done  the  work  to  do  it. 

CLOSING  FIELD  OFFICES — FNS 

Ms.  DeLauro.  By  closing  the  eight  field  offices  that  are  pro- 
posed— again,  it  is  my  understanding  that  these  field  agencies  pro- 
vide some  sort  of  oversight  in  terms  of  the  whole  fraud  area — are 
we  cutting  our  nose  off  to  spite  our  face  here  by  cutting  these  field 
offices  out — offices  which  would  play  some  sort  of  a  direct  role  in 
helping  us  uncover  this  fraud? 

Mr.  GiLLUM.  Are  you  talking  about  the  Food  &  Nutrition  Service 
offices? 
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Ms.  DeLauro.  Yes.  Yes.  The  FNS. 

Mr.  GiLLUM.  I  do  not  know  right  off  the  top — do  you  have  any 
input? 

Mr.  Ebbitt.  I  really  do  not. 

Mr.  GiLLUM.  We  do  not  have  a  feel  for  it  right  now. 

Ms.  DeLauro.  Okay.  Can  you  take  a  look  at  that  for  us  so  we 
have  some  guidance  here  in  terms  of  our  going  through  some  of 
these  areas  of  where  we  should  cut  or  not  cut?  That  would  be  help- 
ful to  get  your  view. 

Mr.  GiLLUM.  Sure.  We  will  take  a  look  at  it.  Yes. 

[The  information  follows:] 

We  believe  that  closing  the  eight  FNS  field  offices  in  question  will  not  cause  any 
adverse  impact  on  fraud  in  FNS  operations.  According  to  FNS  officials,  the  offices 
they  are  proposing  to  close  are  eight  satellite  offices.  These  are  one-  or  two-person 
offices,  and  tne  personnel  will  be  relocated  to  a  field  office  where  they  can  continue 
to  perform  the  same  duties  they  are  currently  assigned. 

Ms.  DeLauro.  I  think  we  have  to  vote. 
Ms.  Kaptur.  We  have  about  nine  minutes. 
Mr.  Peterson. 

USDA  REORGANIZATION 

Mr.  Peterson.  And  I  will  finish  quickly  so  that  you  can  go  home. 

I  find  it  peculiar  that  during  the  biggest  reorganization  in  Agri- 
culture in  many  decades  that  we  are  reducing  the  funding  for  your 
office.  It  seems  like  you  should  be  one  of  the  greatest  priorities 
based  on  your  contribution  to  efficiency  and  cost  savings.  And  for 
you  not  to  be  involved  in  this  deeper,  I  think,  alarms  me. 

I  am  also  concerned  about  the  fact  that  60  percent  of  your  re- 
sources are  directed  at  monitoring  efficiency  areas  and  yet  the  De- 
partment continues  to  receive  reports  indicating  inefficient  actions. 
Therefore,  I  would  be  interested  to  know  what  level  of  compliance 
is  resulting  from  your  reports  from  the  agencies  within  Agriculture 
that  you  feel  are  inadequate. 

And  I  would  like  for  you  to  answer  that  in  writing,  if  you  will, 
because  I  just — I  think  that  that  is  the  key  to  the  success  of  the 
Department  and  particularly  in  the  reorganization  process. 

Mr.  GiLLUM.  All  right,  sir. 

[The  information  follows:] 

We  believe  that  oxir  audits  in  the  efficiency  eirea  are  resulting  in  improved  oper- 
ations in  the  Department.  Using  the  Farmers  Home  Administration  (FmHA)  as  an 
example  and  the  bad  debt  recently  cited  in  the  Washington  Post,  we  made  a  number 
of  recommendations  over  the  years  to  reduce  the  risk  in  this  area  and  FmHA  and 
Congress  reacted.  First,  large  loans  that  are  now  past  due  are  no  longer  available. 
Second,  in  1987  Congress  made  changes  in  the  loan  restructuring  provisions  to  re- 
duce abuses  we  noted  in  audits.  These  changes  have  reduced  the  risk  of  the  kinds 
of  losses  that  resulted  from  earlier  policies. 

In  other  areas  in  the  Department,  similar  improvements  have  been  made  as  a  re- 
sult of  our  audits  of  program  efficiency.  In  the  financial  management  area,  the  De- 
partment has  been  very  receptive  to  our  recommendations  for  improvement.  One 
problem  has  been  the  lack  of  integrated  financial  systems  resulting  in  inaccurate 
financial  data.  The  Department  has  started  making  the  necessary  system  modifica- 
tions needed  to  fix  this  problem. 

In  the  consumer  protection  area,  we  had  found  that  the  Food  Safety  and  Inspec- 
tion Service  had  no  mechanism  to  identify  meat  processing  plants  that  potentially 
pose  health  risks.  FSIS  officials  recognized  their  need  to  improve  oversight  of  the 
inspection  process  and  asked  us  to  help  them  reform  their  compliance  review  pro- 
gram. Besides  revising  its  compliance  activities,  FSIS  acted  decisively  to  ensure  that 
management  will  adequately  respond  to  plant  compliance  problems. 
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These  are  just  a  few  examples  of  areas  where  we  have  had  the  opportunity  to  re- 
view programs  for  compHance  and  efficiency.  We  continue  to  work  with  the  agencies 
to  attain  the  results  that  will  benefit  the  Department  and  its  programs. 

Mr.  Peterson.  Thank  you. 

MOSCOW  TEAM 

Ms.  Kaptur.  Thank  you,  Mr.  Peterson.  Thanks,  Ms.  DeLauro. 

I  have  one  request  and  one  final  question.  I  notice  you  sent  a 
team  to  Moscow  on  January  29,  1994.  If  I  have  a  company  in  Ohio, 
a  shipping  company  that  had  to  pay  bribes  at  borders  and  so  forth 
on  dehvery  of  cargo  to  northern  Europe,  you  would  be  interested 
in  perhaps  the  name  of  that  company. 

Mr.  GiLLUM.  We  certainly  would. 

ANTICORRUPTION  MEASURE 

Ms.  Kaptur.  All  right. 

My  final  question,  it  has  been  stated  that  the  USD  A  is  the  only 
agency  that  has  refused  to  comply  for  seven  years  with  President 
Reagan's  Executive  Order  12549,  an  anti-corruption  measure 
aimed  at  ensuring  the  Government  did  not  continue  to  do  business 
with  companies  that  have  violated  Federal  regulations.  Has  the 
USDA  yet  complied  with  that  executive  order? 

Mr.  GiLLUM.  Is  that  the  executive  order  on  the  uniform  debar- 
ment and  suspension  regulation? 

Ms.  Kaptur.  Yes.  Mr.  Durbin  asked  a  few  questions  about  that 
a  little  earlier. 

Mr.  GiLLUM.  Yes.  It  is  my  understanding  that,  practically  as  we 
speak,  the  Secretary's  office,  the  Chief  of  Staff  for  the  Secretary, 
and  the  General  Counsel  of  the  Department  are  negotiating  with 
0MB  to  try  to  get  on  board  with  that  executive  order. 

Ms.  Kaptur.  Thank  you.  I  will  look  forward  to  seeing  that  infor- 
mation. 

CLOSING  REMARKS 

Mr,  Gillum  and  other  members  of  the  staff  from  USDA,  we  thank 
you  very  much  for  coming  this  morning. 
The  Committee  meeting  is  adjourned. 
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RESUME 


PAULA  F.  HAYES 

ASSISTANT  INSPECTOR  GENERAL 
FOR  POLICY  DEVELOPMENT 
AND  RESOURCES  MANAGEMENT 


Paula  F.  Hayes  has  been  Assistant  Inspector 
General  (AIG)  for  Policy  Development  and 
Resources  Management,  Office  of  Inspector 
General  (OIG),  U.S.  Department  of  Agriculture 
(USDA),  since  March  1989.    She  joined  the 
USDA/OIG  in  1982  and,  prior  to  her 
appointment  as  AIG,  served  as  an  Audit  Division 
Director  and  as  Director  of  Evaluation. 


Mrs.  Hayes  began  her  Federal  career  in  1977, 
and  since  then  has  worked  in  five  Federal 
agencies.    Prior  to  her  coming  to  USDA, 
Mrs.  Hayes  was  with  the  Department  of  Justice 
from  1978  to  1982  in  a  variety  of  positions 
related  to  criminal  justice.    During  her 
appointment  at  the  Department  of  Justice,  she 
accepted  a  detail  from  1981  to  1982  to  the 
Department  of  Health  and  Human  Services/ 
Community  Services  Administration  as  the 
Deputy  Inspector  General  during  the  closeout  of 
that  agency.    She  also  worked  at  the  National 
Endowment  for  the  Arts  from  1977  to  1978. 

Prior  to  joining  the  Federal  Government, 
Mrs.  Hayes  worked  for  the  city  of  Syracuse, 
New  York,  from  1973  to  1977  as  Assistant 
Crime  Control  Coordinator. 


Her  achievements  in  the  career  service  have 
earned  her  a  number  of  special  achievement 
awards  and  outstanding  performance  ratings.    She 
has  been  cited  in  "Who's  Who  of  American 
Women,"  "Who's  Who  in  Government,"  and 
"Who's  Who  of  International  Women." 

Mrs.  Hayes  holds  a  Bachelor's  Degree  in  Social 
Sciences/Economics  from  Rhode  Island  College 
and  a  Master's  Degree  in  Public  Administration 
from  The  Maxwell  School  of  Syracuse  University 
and  is  active  in  professional  organizations  related 
to  her  responsibilities. 

Mrs.  Hayes  is  a  native  of  Rhode  Island  and 
resides  in  Gainesville,  Virginia,  with  her 
husband,  Robert,  and  their  two  children. 
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STATEMENT 

of 

CHARLES  R.  GILLUN 

ACTING  INSPECTOR  GENERAL 

OFFICE  OF  INSPECTOR  GENERAL 

U.S.  DEPARTMENT  OF  AGRICULTURE 

before  the 

HOUSE  APPROPRIATIONS  SUBCOMMIHEE  ON  AGRICULTURE. 

RURAL  DEVELOPMENT,  FOOD  AND  DRUG  ADMINISTRATION. 

AND  RELATED  AGENCIES 

February  9.  1994 
INTRODUCTION  AND  OVERVIEW 


Good  morning,  Mr.  Chairman  and  members  of  the  Committee.  I  am  pleased  to  have 
this  opportunity  to  visit  with  you  today  to  discuss  the  activities  of  the 
Office  of  Inspector  General  (OIG)  and,  for  those  areas  in  which  we  have 
performed  audits  and  investigations,  to  provide  you  with  our  views  on  some  of 
the  major  programs  and  operations  of  the  Department  of  Agriculture  (USDA). 

Before  I  begin,  I  would  like  to  introduce  the  members  of  my  staff  who  are  here 
with  me.  Jim  Ebbitt,  Assistant  Inspector  General  for  Audit;  Craig  Beauchamp, 
Assistant  Inspector  General  for  Investigations;  and  Del  Thornsbury,  Director 
of  our  Resources  Management  Division. 
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I  have  had  the  honor  of  serving  as  Acting  Inspector  General  for  the  past  year 
and  have  been  the  Deputy  Inspector  General  for  the  past  3  years.  OIG  performs 
audits  and  investigations  for  more  than  300  varied  and  highly  complex  domestic 
and  foreign  programs  operated  by  the  Department's  agencies. 

I  am  proud  to  say  that  in  fiscal  year  (FY)  1993,  OIG  continued  to  more  than 

pay  its  own  way.  We  produced  360  audit  reports  containing 

1,435  recommendations  and,  as  a  result  of  our  audit  work,  management  agreed  to 

recover  $31.2  million  and  put  $197.1  million  to  better  use.  We  also  completed 

1,267  investigations  and  obtained  982  convictions.  Investigations  resulted  in 

$43.4  million  in  fines,  restitutions,  and  other  recoveries  obtained  during  the 

year. 

Our  achievements  would  not  have  been  possible  without  the  hard  work  of  the 
Department's  program  managers  and  the  many  employees  of  the  U.S.  Department  of 
Justice  (DOJ)  who  have  worked  closely  with  us  in  carrying  out  our  mission  to 
detect  and  prevent  fraud,  waste,  and  mismanagement  in  the  Department's 
programs  and  operations. 

Cooperation  between  USDA  officials  and  OIG  has  continued  to  receive  emphasis. 
Vice  President  Gore's  National  Performance  Review  (NPR)  challenges  the 
Inspectors  General  to  broaden  their  focus  from  strict  compliance  to  evaluating 
management  control  systems.  In  USDA,  this  broader  focus  has  long  been  a  part 
of  OIG's  view  of  its  mission.  Consequently,  we  have  enjoyed  a  long  history  of 
working  closely  with  management  officials  to  address  their  concerns  and  to 
assist  in  identifying  ways  to  improve  the  delivery  of  agriculture  programs. 
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This  was  certainly  true  in  FY  1993,  when  we  worked  with  USDA  management  in 
responding  to  several  requests  from  the  Secretary  and  other  Departmental 
officials  to  address  significant  and  time-sensitive  issues.  For  example,  we 
evaluated  meat  inspection  activities  at  a  packing  plant  that  had  been  the 
subject  of  an  investigative  report  on  national  television,  assisted 
Agriculture  Marketing  Service  (AMS)  officials  in  the  development  of  compliance 
profiles  for  use  by  marketing  order  committees,  and  worked  closely  with  the 
Food  and  Nutrition  Service  (FNS)  in  efforts  to  identify,  reduce,  or  minimize 
food  stamp  trafficking. 

As  recently  as  last  week,  we  assembled  a  USDA  team  in  Los  Angeles,  California, 
to  work  with  FNS,  the  Los  Angeles  County  District  Attorney's  office,  and  the 
U.S.  Attorney's  office  to  address  allegations  of  widespread  fraud  and  abuse 
following  the  emergency  issuance  of  food  stamps  intended  for  the  victims  of 
last  month's  devastating  earthquake.  The  team  was  composed  of  over  40  DIG 
special  agents  and  auditors  and  10  FNS  compliance  investigators.  Through 
Friday,  February  4,  OIG  agents  have  arrested  20  individuals  for  illegally 
buying  or  possessing  food  stamps.  Seven  of  those  arrested  were  retail  grocers 
while  13  were  street  traffickers  who  were  buying  food  stamps  at  a  discount 
from  recipients.  I  believe  our  strong  response  has  deterred  others  in  Los 
Angeles  who  might  have  considered  illegally  buying  or  selling  food  stamps.  We 
are  also  actively  investigating  allegations  of  fraud  by  county  welfare  workers 
who,  themselves,  may  have  filed  fraudulent  applications  for  emergency  food 
stamp  benefits. 
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We  also  are  working  closely  with  Departmental  managers  to  improve  financial 
systems  and  the  reporting  process.  As  required  by  the  Chief  Financial 
Officers  Act  of  1990,  we  completed  audits  on  the  FY  1992  financial  statements 
for  seven  agencies  and  the  Department's  consolidated  statement.  The  audits  of 
one  agency's  financial  statement  and  the  Department's  consolidated  statement 
resulted  in  adverse  opinions  largely  because  the  Department  had  not  had 
sufficient  time  to  fully  initiate  corrective  actions  concerning  the 
deficiencies  found  in  the  FY  1991  statements.  Correcting  these  deficiencies 
involves  changes  in  financial  processes  and  systems  requiring  long-term 
efforts  which  cannot  be  completed  in  a  single  year.  The  Department  and  its 
agencies  have  put  considerable  effort  into  improving  their  financial  systems 
and  the  financial  reporting  process.  The  Department  established  a 
coordinating  committee  of  senior  financial  management  officials  and  formed 
working  groups  in  such  areas  as  financial  statement  form  and  content,  credit 
reform  accounting,  and  quality  control.  GIG,  as  a  member  of  this  committee, 
provides  technical  assistance  to  the  working  groups. 

The  President  and  the  NPR  have  also  focused  on  right  sizing,  reorganizing,  and 
streamlining  the  Federal  Government,  and  the  Secretary  has  developed  plans 
for  USDA.  These  changes,  along  with  the  shift  in  emphasis  suggested  for  OIG's 
by  the  NPR,  will  undoubtedly  impact  our  delivery  of  audit  and  investigative 
services.  When  program  agencies  are  required  to  downsize  and  "do  more  with 
less,"  simply  getting  the  basic  program  delivered  can  stretch  available 
resources  to  their  limits.  Under  such  conditions  there  is  an  even  greater 
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need  to  ensure  that  internal  controls  and  program  monitoring  activities  are  in 
place  and  working.  We  will  make  every  effort  to  support  program  managers  and 
to  be  alert  to  any  situations  needing  our  attention. 

To  determine  where  to  focus  our  resources,  we  use  a  strategic  planning 
process.  We  review  the  Department's  programs  where  large  dollar  losses  could 
occur  or  where  public  health  and  safety  could  be  affected.  We  also  consider 
such  issues  as  new  or  changed  legislation  or  regulatory  requirements,  prior 
audit  and  investigative  findings,  suggestions  provided  by  Departmental 
officials,  and  fraud  in  Departmental  programs.  With  this  approach  we  are  able 
to  devote  our  resources  to  the  most  critical  issues  and  priorities  affecting 
the  Department. 

In  FY  1994,  we  are  focusing  our  audit  efforts  on  the  Department's  financial 
accounting  systems,  food  safety  and  consumer  protection  issues,  large  payments 
to  farmers,  guaranteed  loan  programs,  and  humanitarian  food  aid  assistance  to 
the  former  states  of  the  Soviet  Union.  Our  investigative  priorities  include 
the  timely  and  thorough  investigation  of  threats  to  the  health  and  safety  of 
the  public,  employee  Integrity  issues,  and  fraud  in  the  loan,  regulatory,  and 
benefit  programs. 

With  this  introduction,  I  would  like  to  provide  the  material  you  requested 
regarding  our  mission,  organization,  and  funding.  I  will  then  conclude  with 
information  regarding  current  activities  and  problems. 
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MISSION 

Our  mission  is  to  perform  audits  and  investigations  of  the  Department's 
programs  and  operations,  recommend  policies  and  activit'ies  to  promote  economy 
and  efficiency,  and  prevent  and  detect  fraud,  waste  and  mismanagement  in  these 
programs  and  operations.  We  are  to  keep  the  Secretary  and  the  Congress 
informed  about  problems  and  deficiencies  relating  to  the  administration  of  the 
Department's  programs  and  operations  and  report  criminal  violations  to  the 
U.S.  Attorney  General. 

ORGANIZATION 

Our  organizational  structure  includes  the  Immediate  Office  of  the  Inspector 
General,  and  three  Assistant  Inspectors  General --one  each  for  Audit, 
Investigations,  and  Policy  Development  and  Resources  Management. 

SIZE.  LOCATION.  AND  FIELD  STRUCTURE 

Our  staff  of  850  for  FY  1994  is  headquartered  in  Washington,  D.C.,  with 
regional  offices  in  California,  Georgia,  Illinois,  Maryland,  Missouri, 
New  York,  and  Texas. 

HOW  OIG  IS  DOING  WITH  FY  1994  FUNDS 

Our  FY  1994  budget  of  $65.5  million  and  850  staff  years  enables  us  to  audit 
and  investigate  the  highest  priority  areas  in  the  Department.  We  expect  our 
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productivity  level  to  remain  as  high  as  it  was  for  FY  1993  by  issuing  an 
equivalent  number  of  audits  and  investigations  and  obtaining  similar  monetary 
results  and  convictions. 

FY  1995  REQUEST 

For  FY  1995  we  are  requesting  $63  million  and  831  staff  years.  This  is  a 
reduction  of  $2.5  million  and  19  staff  years  from  our  FY  1994  budget. 

CURRENT  ACTIVITIES  AND  PROBLEMS/ISSUES 

ENTITLEMENT  PROGRAMS 

Food  and  Nutrition  Service  (FNS) 

Food  Stamp  Program  (FSP) 

The  FSP  represents  almost  41  percent  of  the  Department's  budget  and  has  been 
designated  a  high  risk  area  by  the  Department  and  0MB.  This  year  program 
officials  estimate  that  approximately  $24  billion  in  food  stamps  will  be 
issued  to  recipients.  This  is  the  largest  dollar  program  activity  in  the 
Department  and,  due  to  the  ease  with  which  food  stamps  may  be  exchanged  or 
used  as  a  second  currency,  it  is  a  program  that  is  vulnerable  to  fraud  and 
waste.  With  1  in  10  Americans  and  more  than  200,000  retail  stores  currently 
participating  in  the  program,  OIG  must  continue  to  channel  substantial 
resources  to  the  FSP  fraud  prevention  and  detection  efforts. 
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Trafficking 

During  FY  1993,  we  devoted  approximately  41  percent  of  our  investigative 
resources  to  the  FSP.  We  completed  and  issued  783  reports  of  investigation. 
The  results  of  our  work  included  731  indictments,  750  convictions,  and  over 
$10  million  in  fines,  restitutions,  recoveries,  and  other  monetary  penalties. 

In  FY  1994,  we  will  expend  about  the  same  percent  of  our  investigative 
resources  in  combating  fraud  perpetrated  by  retail  grocery  store  owners  and 
their  employees  who  are  authorized  to  accept  food  stamps  and  in  trafficking 
cases  where  unauthorized  persons  exchange  food  stamps  for  cash,  drugs,  guns, 
property,  and  other  nonfood  items.  We  will  also  continue  our  cooperative 
efforts  with  other  agencies  to  address  the  street  trafficking  of  food  stamps. 

Since  the  FNS-authorized  retailer  is  the  key  to  the  eventual  redemption  of 
illegally  obtained  food  stamps,  OIG's  primary  investigative  focus  is  on 
identifying  and  investigating  those  retailers  who  purchase  food  stamps  from 
recipients  or  criminals  who  have  illegally  obtained  them. 

Over  the  past  several  years,  we  have  identified  an  increasing  number  of 
retailers  who  have  trafficked  in  millions  of  dollars  worth  of  illegally 
obtained  food  stamps.  For  example,  we  recently  completed  investigations  in 
Los  Angeles  of  two  small  produce  markets  whose  owners  and  employees  were 
buying  large  amounts  of  food  stamps  for  cash.  One  market  redeemed 
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$9.5  million  in  food  stamps  from  October  1991  through  1992,  while  the  other 
market  redeemed  $11.3  million  on  food  stamps  from  1989  through  1992.  Most  of 
those  redemptions  were  from  purchases  of  food  stamps  from  recipients  and 
traffickers.  The  five  owners  and  employees  of  the  markets  were  sentenced  to 
serve  from  18  months  to  51  months  in  prison.  In  another  case  in  North 
Carolina,  a  grocer  was  sentenced  to  51  months  in  prison  for  illegally 
acquiring  and  redeeming  over  $2.7  million  in  food  stamps  in  a  28-month  period. 

Street  trafficking  of  food  stamps  is  also  a  concern  to  OIG,  especially  when 
traffickers  purchase  food  stamps  from  recipients  near  issuance  sites.  Some 
street  traffickers  purchase  thousands  of  dollars  worth  of  food  stamps  on  a 
daily  basis.  For  example,  a  major  trafficker  in  Los  Angeles  had  over  $82,000 
in  food  stamps  in  his  home  and  was  ultimately  convicted  for  the  illegal 
possession  and  acquisition  of  over  $112,000  worth  of  food  stamps. 

We  believe  that  cooperative  Federal,  State,  and  local  law  enforcement  efforts 
are  the  most  effective  way  to  deal  with  street  trafficking.  For  example,  last 
year  we  worked  jointly  with  other  law  enforcement  agencies  in  Texas  in  three 
undercover  operations  where  70  people  were  arrested  and  charged  with 
trafficking  in  food  stamps  and  narcotics.  A  similar  undercover  operation  with 
local  police  in  North  Carolina  lead  to  the  arrest  of  42  individuals  for 
trafficking  in  food  stamps  and  narcotics.  We  support  initiatives  to  expand 
the  use  of  Electronic  Benefit  Transfer  (EBT)  for  food  stamps.  We  believe  that 
EBT  will  reduce  the  amount  of  street  trafficking  and  will  make  trafficking  by 
retailers  easier  to  detect  and  investigate.  We  are  working  very  closely  with 
FNS  and  the  State  of  Maryland,  the  first  State  to  use  EBT  statewide,  on 
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several  investigations  involving  EBT  fraud  by  authorized  retailers.  Our  work 
to  date  in  Maryland  and  in  Reading,  Pennsylvania,  which  has  been  on  EBT  for 
several  years,  substantiates  our  support  for  EBT. 

State  Error  Rates 

FNS  requested  an  audit  of  Florida's  administration  of  the  FSP  to  determine  the 
monetary  impact  of  the  State  agency  improperly  extending  and  assigning 
certification  periods  to  households.  For  FY  1992,  we  estimated  that  over 
2.1  million  issuances  valued  at  an  estimated  $379.7  million  were  made  to  these 
households.  While  these  households  were  otherwise  eligible  for  $268.8  million 
in  FSP  benefits,  $110.9  million,  or  29.2  percent,  was  improperly  issued. 

We  recommended  that  FNS  coordinate  with  the  U.S.  Department  of  Health  and 
Human  Services  to  develop  error  rate  reduction  initiatives  where  common  causes 
of  payment  errors  exist.  Also,  FNS  must  ensure  that  the  State  agency  and  its 
projects  effectively  develop  and  follow  through  with  corrective  action  plans. 
We  also  recommended  that  FNS  determine  if  the  State  agency  was  negligent  in 
deviating  from  certification  period  regulations  and  bill  the  State  for  the 
losses,  including  those  resulting  from  duplicate  issuances. 
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Unworked  Claims 

FNS  maintains  accounts  receivable  which,  for  the  most  part,  are  accumulations 
of  State  agency  accounts  receivable  pertaining  to  FNS'  programs.  The  majority 
of  FNS'  accounts  receivable  are  overpayments  to  households  that  participated 
in  the  FSP.   In  the  past,  we  have  reported  that  States  have  not  aggressively 
established  claims  against  households  and  then  actively  pursued  collection. 

In  order  to  assess  whether  State  agencies  were  processing  suspected 
overissuances  into  established  claims  against  households  we  randomly  selected 
50  project  areas  nationwide  and  reviewed  potential  claims  within  the  project 
areas.  The  selected  projects  were  located  in  25  States.  Since  FNS  had  not 
established  timeframes  for  State  agencies  to  process  claims,  we  used  a 
criteria  of  60  days.  We  determined  that  two-thirds  of  the  sampled  potential 
claims  were  not  processed  within  60  days  of  discovery  with  the  average  process 
being  649  days  from  the  time  of  discovery.  We  found  this  problem  in  22  of  the 
25  States.  These  unworked  claims  had  a  projected  value  of  $186.6  million. 
Accounting  for  the  amount  of  collections  States  may  retain,  this  meant  that  an 
estimated  $154.6  million  in  FSP  overpayments  due  the  Federal  Government  had 
not  been  recognized  as  a  claim  so  that  collection  could  begin. 

We  recommended  that  FNS  establish  timeframes  for  State  agencies  to  work 
potential  claims  and  provide  penalties  where  large  backlogs  of  unworked  claims 
occur.  State  agencies  should  also  be  required  to  report  periodically  on  the 
status  of  unworked  claims.  We  are  working  with  FNS  to  obtain  agreement. 
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National  School  Lunch  Program  -  School  Milk  Antitrust  Cases 

The  National  School  Lunch  program  provides  children  in  public  schools  across 
America  a  nutritious  meal  each  school  day.  A  required  component  of  that  meal 
is  milk.   In  addition  to  lunch,  many  children  are  provided  with  an  additional 
serving  of  milk  to  ensure  they  receive  proper  nutrition. 

A  substantial  portion  of  the  funding  used  by  public  school  districts  to 
purchase  milk  and  other  commodities  which  make  up  the  school  lunch  is  provided 
by  FNS  through  the  Child  Nutrition  Program.  While  FNS  administers  these 
programs,  the  State  and  local  government  agencies  which  deliver  the  program 
benefit  are  responsible  for  the  contracts  to  purchase  most  of  these 
commodities.  This  makes  it  difficult  for  FNS  to  monitor  contracts  to  identify 
possible  bid-rigging  activity. 

At  the  request  of  the  Department  of  Justice  (DOJ),  OIG  investigators  are 
working  to  support  the  DOJ  Antitrust  Division  on  several  of  its  investigations 
of  bid  rigging  and  other  criminal  violations  of  the  Sherman  Antitrust  Act. 
DOJ's  Antitrust  Division  is  currently  conducting  investigations  in  23  States 
into  bid  rigging  on  contracts  for  the  sale  of  milk  to  public  school  districts, 
military  installations,  and  public  hospitals  and  colleges.  Our  auditors  are 
also  working  with  the  DOJ  Antitrust  Division  and  have  gathered  raw  milk  price 
data  and  school  districts'  bid  data.  For  two  States,  we  analyzed  the  data  to 
identify  market  allocation  and  potential  price  fixing  and  bid  rigging.  This 
has  been  turned  over  to  DOJ  for  further  analysis  in  its  ongoing  efforts. 
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Our  investigative  work  with  DOJ  in  Oklahoma  and  Texas  resulted  in  three 
companies  and  one  company  official  pleading  guilty  to  violating  the  Sherman 
Antitrust  Act.  They  were  fined  a  total  of  $8.4  millioti.  The  investigation 
showed  that  the  companies  conspired  to  submit  noncompetitive  bids  for  food  and 
milk  contracts  in  these  states. 

Another  investigation  with  DOJ  resulted  in  the  conviction  of  a  large  dairy 
company  in  Connecticut.  The  company  president  agreed  to  pay  over  $1  million 
in  fines  for  the  company's  involvement  in  a  conspiracy  to  rig  bids  on  the  sale 
of  dairy  products  to  that  State's  schools. 

Based  on  our  experience  in  these  investigations,  we  will  work  with  DOJ  and  FNS 
to  determine  if  better  bid  monitoring  and  analysis  procedures  can  be 
implemented  to  identify  possible  bid  rigging  conspiracies.  OIG  remains 
committed  to  assist  the  Antitrust  Division  in  its  investigations  of  bid 
rigging  contracts  for  products  sold  to  public  schools. 

CONSUMER  PROTECTION 

Heat  Inspection  Activities 

The  Secretary  requested  that  we  review  inspection  activities  at  a  Nebraska 
meat  processing  plant  which  was  the  subject  of  a  television  network  newscast 
depicting  unsanitary  conditions.  We  confirmed  the  reported  practices  and 
found  that  the  plant  had  a  history  of  sanitation  violations,  especially  in  the 
areas  of  rodent  control  and  facility  cleanliness  and  maintenance.  The 
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deficiencies  resulted,  in  part,  from  ineffective  Food  Safety  and  Inspection 
Service  (FSIS)  field  supervision  and  uncooperative  plant  management,  which 
engaged  in  short-term  corrective  actions.  FSIS  stepped  up  its  enforcement 
action  against  the  plant  and  is  holding  plant  managers  to  a  schedule  of 
corrective  actions. 

During  this  review,  we  found  that  FSIS  had  no  mechanism  to  identify  plants 
that  potentially  pose  health  risks.  We  concluded  that  FSIS  needed  an 
inspection  policy  for  plants  that  pose  problems  because  of  their  age,  their 
poor  maintenance,  and  the  type  of  cattle  slaughtered.  This  would  permit  FSIS 
to  take  proactive  actions  on  problem  plants  rather  than  waiting  to  react 
through  administrative  enforcement  actions.  FSIS  has  agreed  to  our 
recommendations. 

In  conjunction  with  FSIS  implementing  our  recommendations,  an  auditor  and 
investigator  worked  with  FSIS  officials  to  improve  methods  for  quantifying 
establishment  of  health  and  food  safety  performance.  The  team  developed  a 
comprehensive  proposal  which,  when  implemented,  will  identify  high-risk  plants 
for  action  by  FSIS  management  and  for  compliance  review  purposes,  and  will 
also  establish  a  complaint  tracking  system. 

We  currently  have  an  evaluation  underway  to  identify  areas  where  we  can  aid 
FSIS  in  addressing  other  vulnerable  meat  and  poultry  inspection  functions.  In 
addition  to  determining  how  prior  audit  recommendations  were  implemented, 
emphasis  will  be  on  determining  plant-level  implementation  of  public  health 
related  issues,  such  as  control  of  residues,  recall  of  hazardous  products, 
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microbiological  contaminants,  and  sanitation  of  food  transportation.  Our 
evaluation  will  also  include  an  assessment  of  the  development  of  management 
systems  required  to  enhance  and  monitor  the  food  safety  inspection  process  and 
the  implementation  of  the  newly  issued  nutritional  labeling  regulations. 

Animal  and  Plant  Health  Inspection  Service  (APHIS)  User  Fees 

The  1990  farm  bill  authorizes  APHIS  to  collect  user  fees  for  agricultural 
quarantine  inspections,  veterinary  diagnostics,  inspections  of  imported  or 
exported  animals  and  birds,  and  certifications  of  exported  plants  and  plant 
products.  Airlines  and  railroads  collect  and  remit  to  APHIS  fees  for  the 
inspection  of  luggage  or  commercial  products  from  places  outside  the  United 
States  while  the  U.S.  Customs  Service  collects  from  vessels  and  commercial 
trucks  entering  the  United  States.  APHIS  did  not  have  a  system  to  identify 
airlines  and  railroads  required  to  remit  fees  and  was  unaware  that  two 
airlines  and  two  railroads  had  not  remitted  $1.8  million.  As  a  result  of  our 
inquiries,  one  airline  promptly  submitted  a  check  to  APHIS  for  $1.3  million. 
We  recommended  that  APHIS  collect  the  balance  and  implement  a  system  to 
identify  all  airlines  and  railroads  required  to  remit  fees.  We  also 
recommended  that  USDA's  National  Finance  Center  identify  nonpaying  airlines 
and  railroads  for  followup  collection  action.  APHIS  agreed  with  our 
recommendations,  collected  the  remainder  of  the  $1.8  million,  and  identified 
an  additional  airline  that  owed  $1.1  million.  Two  people  are  now  dedicated  to 
conducting  reviews  at  airline,  railroad,  vessel,  trucking,  and  other  user 
companies  to  determine  whether  user  fee  payments  were  paid.  They  have 
identified  an  additional  $4.8  million  in  fees  due  APHIS. 
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DIRECT  AND  GUARANTEED  LOANS 

As  of  September  30,  1992,  FmHA  had  over  850,000  borrowers  who  owed  about 
$46  billion.  FmHA  had  also  guaranteed  more  than  $5  billion  in  loans  made  by 
private  institutions.  As  the  "lender  of  last  resort,"  many  of  FmHA's  loans 
are  high  risk.  As  a  result,  effective  loanmaking  and  loan  servicing  functions 
are  critical  to  avoid  unnecessary  losses.  GIG  continued  its  reviews  this  year 
of  these  loan  programs  and  has  been  instrumental  in  identifying  many  issues 
requiring  corrective  action.  FmHA  has  corrected  a  number  of  deficiencies 
identified  through  our  reviews. 

Washington  Post  Article  on  FmHA  Loans 

On  January  28,  1994,  the  Washington  Post  included  a  front  page  article  on  FmHA 
loan  programs  which  described  cases  in  which  borrowers  with  substantial  assets 
had  received  forgiveness  of  their  debts.  Our  audits  of  FmHA's  implementation 
of  the  Agricultural  Credit  Act  of  1987  had  previously  disclosed  several  of  the 
program  weaknesses  cited  in  the  article.  For  example,  our  reports  to  FmHA  on 
the  matter  of  borrowers  who  had  acted  in  bad  faith  qualifying  for  debt  relief 
and  the  issue  of  permitting  borrowers  with  other  assets  to  retain  them  and 
obtain  a  writedown,  resulted  in  legislative  changes  to  close  these  loopholes. 

Many  of  the  problems  noted  in  the  article  occurred  because  of  prior 
legislative  requirements  governing  the  eligibility  for  and  the  use  and  amount 
of  loan  funds.  We  performed  a  special  study  on  this  issue  at  the  request  of 
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the  Senate  Agriculture  Credit  Subcommittee  of  the  Committee  on  Agriculture, 
Nutrition,  and  Forestry  in  1990.  Our  study  showed  that  more  than  70  percent 
of  the  losses  on  large  loans  to  be  incurred  through  debt  restructuring 
provisions  of  the  Agricultural  Credit  Act  of  1987  would  have  been  avoided  had 
the  current  loanmaking  provisions  been  in  effect  at  the  time  of  the  original 
loan  application.  As  a  result  of  legislative  changes,  the  program  has  been 
strengthened. 

Additional  Cases  of  Excessive  Construction  Costs  Found 

We  performed  a  followup  review  of  construction  activities  in  the  Rural  Rental 
Housing  (RRH)  Program  due  to  the  high  incidence  of  borrowers  charging 
excessive  construction  costs  to  RRH  projects  and  other  abuses  noted  in  our 
audit  last  year.  Our  review  of  19  projects  disclosed  about  $2.8  million  in 
excessive  or  questionable  costs  charged.  We  found  the  same  schemes  used  by 
the  borrowers  to  inflate  costs  that  we  had  identified  previously.  The  most 
prevalent  was  "profit  layering"  in  which  more  than  one  party  charged  profit 
for  the  same  work.  Borrowers  represented  themselves  to  FmHA  as  the  general 
contractor  of  the  project,  yet  did  little  or  no  work  to  justify  additional 
cost  markups.  One  borrower  used  a  broker  who  assessed  a  3  percent  surcharge 
on  all  project  purchases.  As  a  result  of  our  review,  three  borrowers  were 
referred  for  criminal  investigation.  In  response  to  our  recommendations  FmHA 
has  changed  and  implemented  regulations  which  should  significantly  reduce  the 
likelihood  of  overcharges  in  the  future.  In  addition,  FmHA  agreed  to  recover 
the  unallowable  and  unsupported  charges  we  identified  in  our  current  review. 
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Guaranteed  Loan  Writedowns  Excessive 

The  Agricultural  Credit  Act  of  1987  allows  all  delinquent  borrowers  the 
opportunity  to  restructure  their  debts.  FitiHA  developed  a  complex  computer 
program  to  facilitate  the  analysis  of  direct  loan  borrowers'  financial 
conditions  and  compute  the  authorized  amount  of  debt  writedown.  A  similar 
computer  program  was  not  developed  for  guaranteed  loan  borrowers,  and  the 
guidance  and  direction  provided  by  FmHA  to  private  lenders  for  debt  writedown 
determinations  need  to  be  improved.  As  a  result,  our  review  disclosed  that 
lenders  made  errors  in  84  percent  of  the  cases  we  examined.  We  identified 
226  errors  that  lenders  made  in  debt  writedowns  with  105  of  the  226  resulting 
in  FmHA  overpaying  loss  payments  by  $5  million.  The  total  loss  payments 
amounted  to  $10.5  million. 

We  recommended  that  FmHA  recover  the  overpayments  we  identified  and  review  the 
guaranteed  loan  writedowns  we  did  not  audit.  We  also  recommended  that  FmHA 
provide  lenders  with  adequate  guidance  to  properly  compute  writedowns  and 
establish  a  process  to  promptly  identify  any  inaccurate  loss  claims. 

We  are  working  with  FmHA  to  achieve  management  decisions  on  these 
recommendations. 
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FARM  PROGRAMS 

We  have  continued  to  review  assistance  to  farmers,  payment  limitation 
regulations,  and  farm  support  programs. 

Disaster  Assistance 

Nonprogram  Crops 

Our  audits  and  a  separate  joint  OIG/AgricuUural  Stabilization  and 
Conservation  Service  (ASCS)  review  of  disaster  assistance  for  nonprogram  crops 
(squash,  cucumbers,  etc.)  In  California,  Georgia,  Michigan,  Minnesota,  and 
Texas  covered  237  producers  who  received  about  $5.7  minion  in  disaster 
assistance  during  the  1990  through  1992  crop  years.  We  questioned  about 
$3  million  paid  to  79  of  the  producers,  including  two  ASCS  county  committee 
members.  One  of  the  audits  also  prevented  an  estimated  $3.5  million  in 
Improper  disaster  payments  from  being  paid  out. 

Crop  disaster  assistance  available  in  1990  was  extended  by  law  in  1991  to 
cover  1991  through  1993  crops.  The  timing  of  the  legislation  was  such  that 
producers  were  aware  that  disaster  payments  would  be  available  in  advance  of 
the  applicable  crop  year  and  ASCS  could  not  easily  verify  the  acreage  of  a 
nonprogram  crop  or  the  size  of  a  loss.  Producers  of  nonprogram  crops  do  not 
submit  annual  acreage  reports  to  ASCS,  and  they  normally  do  not  declare  a 
disaster  until  long  after  the  crops  have  been  harvested,  leaving  ASCS  with 
nothing  to  inspect. 
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Our  audits  in  five  states  found  that  some  producers  took  advantage  of  the 
expectation  of  disaster  assistance,  especially  in  1991  and  1992.  During  those 
years,  producers  established  multiple  "individuals"  for  payment  purposes, 
leased  land  to  increase  their  crop  size,  and  planted  crops  in  such  a  way  as  to 
realize  significant  returns  on  their  disaster  payments. 

We  found  that  producers  planted  crops  with  no  intent  to  harvest,  increased 
crop  size  in  anticipation  of  disaster  assistance,  were  allowed  to  make 
revisions  to  claimed  acres  as  much  as  17  months  after  the  established 
reporting  dates,  underreported  production,  and  reported  incorrect  ownership 
interest  in  their  crops.  For  example,  in  one  of  the  Georgia  counties  audited, 
400  acres  of  squash  were  planted  in  1988.  This  increased  to  about 
10,000  acres  in  1992,  much  of  which  was  leased  and  reported  as  a  second  crop 
following  such  crops  as  peanuts  and  cotton.  ASCS  county  officials  estimated 
that  only  about  500  acres  of  squash  would  have  been  planted  that  year  if 
disaster  payments  had  not  been  available. 

We  initiated  investigations  of  several  producers  in  two  of  the  Georgia 
counties  audited  and  recommended  that  appropriate  administrative  action  be 
taken  against  the  county  office  employees  and  committee  members  involved.  We 
believe  that  the  presence  of  the  OIG/ASCS  task  force  also  prevented  producers 
in  one  of  the  counties  from  receiving  $3.5  million  in  ineligible  payments  on 
1993  crops.  In  addition,  we  recommended  that  ASCS  collect  all  overpayments 
and  establish  controls  to  ensure  that  future  production  and  reported  crop 
shares  are  reasonable. 
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Low-quality  Grain 

We  reviewed  ASCS'  policy  for  determining  disaster  payments  for  a  quality  loss 
on  1992  corn.  This  review  disclosed  that  the  loss  adjustments  ASCS  made  were 
excessive,  resulting  in  unwarranted  expenditures.  Our  analysis  of 
10  producers  in  2  counties  disclosed  that  the  actual  quality  loss  percentages 
ranged  from  a  low  of  18  percent  to  a  high  of  63  percent  or  an  average  of  about 
34  percent.  This  compared  to  ASCS  quality  loss  percentages  which  range  from  a 
low  of  50  percent  to  a  high  of  85  percent  or  an  average  of  about  72  percent 
for  these  10  producers. 

Since  ASCS  officials  were  planning  to  use  a  similar  policy  to  make  quality 
loss  adjustments  for  other  crops,  they  requested  that  we  determine  if  the  same 
conditions  existed  elsewhere.  Our  further  review  found  that  proposed  ASCS 
quality  loss  adjustments  for  other  crops  would  also  result  in  excessive 
payments.  ASCS  officials  promptly  developed  more  realistic  adjustments. 

Payment  Limitation 

We  continue  to  find  abuses  of  the  payment  limitation  requirement.  Congress 
established  an  annual  $50,000  payment  limitation  per  person  and  tightened 
eligibility  over  the  requirement  by  further  limiting  eligibility.  In  prior 
appropriation  hearings  and  semiannual  reports  to  Congress,  we  reported  that 
farmers  have  been  abusing  the  payment  limitation  by  not  complying  with  their 
farm  operating  plans  and/or  payment  limitation  rules.  In  addition,  we 
reported  that  the  payment  limitation  is  being  abused  through  the  use  of'shell" 
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corporations  by  farmers  to  qualify  additional  "persons"  for  payments  on  their 
farms.  These  corporations  are  often  undercapitalized  and  make  no  substantive 
contribution  to  farming  operations  other  than  management  provided  by  certain 
members  of  such  corporations.  We  have  been  informed  that  corrective  action  on 
the  use  of  "shell"  corporationsy  would  require  legislative  action  by  Congress. 

In  order  to  determine  fanner  compliance  with  their  farm  operating  plans,  ASCS 
established  an  end-of-year  review  process.  ASCS  performed  end-of-year  reviews 
for  836  producers  who  received  about  $79  million  in  payments  in  1991.  Of 
these,  ASCS  identified  erroneous  payments  totaling  about  $5  million  for  39 
producers. 

We  evaluated  a  sample  of  the  reviews  made  by  ASCS  for  1991  payments  and  found 
that,  although  ASCS  had  made  a  coiranendable  effort  in  implementing  a  new  and 
improved  end-of-year  review  process  for  1991,  the  review  procedures  needed 
further  refinements  to  make  the  process  more  effective  at  identifying  producer 
noncompliance  with  farm  operating  plans.  We  reviewed  a  random  sample  of 
53  of  the  836  producers  and  projected  that  181  did  not  comply  with  their  farm 
operating  plans  and/or  payment  limitation  rules  and,  therefore,  were  not 
entitled  to  program  payments  totaling  about  $16.5  million.  In  our  sample,  we 
questioned  payments  totaling  about  $1.6  million,  and  we  are  working  with  ASCS 
on  resolution  of  the  individual  cases  questioned.  ASCS  has  issued  revised 
procedures  that  will  provide  better  control  over  future  end-of-year  reviews. 
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Marketing  Loan  Costs 

ASCS  uses  adjusted  world  prices  of  rice  and  cotton  to  determine  the  loan 
deficiency  payments  and  the  loan  repayment  discounts  on  these  commodities. 
The  further  the  adjusted  world  price  falls  below  the  commodity's  price  support 
loan  level,  the  greater  the  payment  or  the  discount  will  be.  Payments  and 
discounts  for  rice  and  cotton  totaled  about  $539  million  for  crop  year  1991 
and  were  estimated  by  ASCS  to  be  about  $616  million  for  1992. 

We  found  that  the  adjusted  world  prices  for  rice  and  cotton  were  understated 
during  crop  years  1991  and  1992,  which  increased  payments  and  discounts  by 
$183.3  million.  This  occurred  primarily  because  ASCS  did  not  have  procedures 
for  collecting  and  updating  data  used  in  its  calculation  of  adjusted  world 
prices  and  because  the  Economic  Research  Service  (ERS)  overstated  the  national 
average  transportation  cost. 

We  recommended  that  ASCS  correct  its  adjusted  world  price  for  rice  and  review 
the  adjusted  values  annually,  that  ERS  revise  its  cotton  transportation  cost, 
and  that  ASCS  and  ERS  develop  procedures  for  gathering  data  and  monitoring 
price  determinations. 

ERS  officials  agreed  with  some  but  not  all  of  our  recommendations  to  improve 
their  transportation  cost  estimate.  ASCS  officials  agreed  to  update  their 
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formula  components,  develop  procedures  for  periodic  review,  and  review  the  new 
data.  However,  they  did  not  agree  that  they  would  necessarily  use  the  new 
data  in  the  program.  We  have  been  working  with  the  agencies  to  resolve  these 
issues. 

NATURAL  RESOURCES 

Forest  Service  (FS) 

The  Forest  Service  manages  over  191  million  acres  of  land  in  the  National 
Forest  System.  FS  activities,  particularly  timber  sales,  generate  significant 
revenues  for  the  Government.  The  FS  collects  approximately  $1  billion 
annually  from  the  sale  of  national  forest  timber. 

Timber  Sale  Cruising  Controls 

Timber  "cruising"  is  the  primary  method  used  by  the  FS  to  estimate  the  volume 
of  timber  which  will  be  included  in  a  proposed  sale.  Cruising  involves 
measuring  tree  diameter  and  height,  estimating  the  amount  of  defective  wood, 
making  determinations  on  the  grade  or  quality  of  the  timber,  and  statistically 
projecting  volume  estimates  over  the  entire  sale  area.  Our  audit  evaluated 
the  adequacy  of  the  controls  established  to  ensure  that  the  cruising  estimates 
were  reliable. 

We  concluded  that  the  FS  could  not  be  sure  that  its  cruises  were  reliable, 
supportable,  and  cost  effective.  We  found  that  FS  cruiser  personnel  were 
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often  not  proficient  or  trained  in  the  various  sampling  methods  which  differed 
depending  on  terrain,  species,  mix,  and  distribution  of  timber.  Consequently, 
there  was  no  assurance  that  the  cruisers  were  selecting  the  most  cost 
effective  method.  In  addition,  low  pay  and  limited  career  advancement  for  the 
cruisers  hindered  the  development  and  retention  of  a  quality  workforce.  The 
FS  agreed  with  our  recommendations  and  is  implementing  corrective  actions. 

Graduated  Rate  Fee  System  for  Large  Resorts 

The  FS  issues  long-term  permits  to  private  businesses  to  operate  ski  and 
summer  resorts  on  FS  lands.  The  FS  is  required  by  law  to  obtain  the  fair 
market  value  for  commercial  use  of  the  land. 

Our  audit  of  the  1991  fees  from  recreational  permits,  which  totaled 
$28  million,  disclosed  that  the  75  largest  winter  ski  resorts  paid  almost  half 
of  this  total.  However,  the  fees  paid  by  these  75  resorts  represented  less 
than  2  percent  of  their  corresponding  total  sales  revenue  of  $724  million.  We 
concluded  that  the  existing  fee  system,  developed  by  the  FS  in  1965,  is 
outdated,  does  not  result  in  fair  market  value,  and  does  not  consider  the 
appreciation  of  the  land  under  permit.  We  noted  that  several  permit  holders 
had  received  significant  gains  from  the  sales  of  their  resorts  due  to  this 
appreciation  in  value.  For  example,  one  resort  was  sold  for  a  profit  of  about 
$40  million,  yet  the  FS  did  not  share  in  the  gain. 

We  also  noted  that  the  process  the  FS  has  in  place  to  compute  permittes  fees 
needs  improvement.  We  found  that  permittees  had  submitted  erroneous  financial 
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data  to  the  FS  but  the  agency  had  not  detected  it;  in  addition,  we  found  that 
the  information  to  be  used  to  compute  fees,  such  as  permit  boundaries,  had  not 
been  consistently  utilized  by  FS  personnel. 

We  recommended  that  the  FS  develop  a  fair  market,  value-based  fee  system.  We 
also  recommended  that  the  FS  centralize  the  responsibility  for  negotiating  and 
reviewing  permits  of  the  large  resorts,  establish  standards  for  determining 
areas  to  be  covered  by  the  fees,  and  establish  fees  for  undeveloped  land 
reserved  for  use  by  the  resorts. 

The  FS  generally  agreed  with  our  recommendations,  and  we  are  working  together 
to  achieve  resolution. 

HANAGEMENT  AND  CONTROL  OF  ENVIRONMENTAL  HAZARDS 

GIG  continues  its  systematic  review  of  the  Department's  responsiveness  to 
Federal,  State,  and  local  environmental  protection  regulations  and  standards. 

Water  Quality 

In  anticipation  that  agriculture  would  be  identified  as  a  major  contributor  to 
nonsource  water  pollution,  in  1987  USDA  organized  a  provisional  working  group 
to  develop  and  direct  a  coordinated  program  for  the  Department's  diverse  water 
quality  activities.  In  1989,  the  President  announced  a  Governmentwide  Water 
Quality  Initiative  to  enhance  the  quality  of  our  nation's  water  resources. 
The  following  year.  Public  Law  101-624  required  USDA  to  develop,  implement, 
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and  sustain  an  integrated  and  comprehensive  interagency  program  to  protect 
water  resources  from  contamination  by  agricultural  chemicals  and  waste.  The 
direction  of  USDA's  water  quality  program  has  since  focused  on  an  accelerated 
voluntary  adoption  of  agricultural  chemi-cal  and  waste  management  practices  by 
producers  that  would  protect  ground  and  surface  waters'while  maintaining 
agricultural  productivity  and  profitability.  Responsibility  for  the  overall 
guidance  and  planning  of  the  initiatives  of  the  nine  USDA  agencies  involved  in 
this  program  was  then  assigned  permanently  to  the  Working  Group  on  Water 
Quality  (WGWQ). 

We  assessed  the  performance  of  the  WGWQ  and  concluded  that  it  provides  the 
needed  direction  for  the  design  and  budgeting  of  agency  water  quality 
initiatives.  We  determined,  however,  that  the  monitoring  of  program 
implementation  needed  to  be  improved  to  provide  the  information  necessary  to 
make  timely  and  meaningful  adjustments  to  water  quality  activities. 

The  WGWQ  generally  agreed  with  our  conclusions  and,  this  year,  will  begin  to 
report  on  all  agency  programs  that  improve  water  quality.  The  annual  plan  of 
work  will  require  project  impact  assessments  to  be  included  as  part  of  the 
program's  Education,  Technical,  and  Financial  Assistance  progress  reporting. 
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HARKET  DEVELOPMENT 

USDA  uses  the  Public  Law  480,  Title  I,  Food  for  Progress,  and  Section  416, 
programs  as  a  way  of  developing  potential  markets  for  U.S.  agricultural 
commodities.  In  1993,  our  auditors  reviewed  USOA's  food  aid  program 
operations  in  Poland,  Russia,  and  Belarus. 

During  the  5-year  period  ending  in  1993,  USDA  food  aid  assistance  to  Poland 
totaled  $193  million.  We  found  that  the  U.S. -Polish  Joint  Commission  provided 
a  high  degree  of  control  and  input  into  the  use  of  funds  generated  from  the 
donation  sales.  We  found  general  compliance  with  the  terms  of  the  donation 
agreements.  However,  the  Government  of  Poland  did  not  comply  with  the 
agreement  provisions  regarding  the  prohibition  of  payments  for  internal 
distribution  costs  and  the  requirement  that  food  be  sold  at  prevailing  Polish 
market  rates.  These  actions  reduced  the  amount  of  funds  available  for 
targeted  activities  by  approximately  $10.2  million.  The  Foreign  Agricultural 
Service  is  taking  corrective  actions  to  prevent  a  recurrence  of  similar 
situations. 

Since  October  of  1993,  a  joint  audit/investigative  task  team  has  been 
evaluating  food  aid  donations  to  the  newly  independent  states  of  the  former 
Soviet  Union.  We  are  evaluating  the  work  of  the  Commodity  Credit  Corporation 
(CCC)  and  the  donation  efforts  of  foreign  governments  and  private  voluntary 
agencies  by  reviewing  the  existing  management  control  systems;  determining 
compliance  with  donation  agreements;  evaluating  the  shipment,  storage,  and 
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distribution  of  commodities;  and  reviewing  the  allegations  raised  by 
whistleblowers  and  the  media.  On  January  29,  1994,  the  team  left  for  Moscow, 
Minsk,  Novorossiysk,  and  St.  Petersburg  to  evaluate  the  implementation  of  the 
program. 

INSURANCE 

Loss  Adjustment  Overpayment  Errors 

We  conducted  an  audit  of  the  Federal  Crop  Insurance  Corporation  (FCIC)  to 
determine  whether  indemnities  were  correctly  paid.  We  reviewed  the  crop  year 
1991  loss  adjustment  process  and  a  sample  of  the  $952.4  million  in  indemnities 
on  202,835  claims.  Our  sample  identified  errors  where  loss  adjusters  did  not 
verify  or  correctly  determine  production  to  count,  acreage,  and  unit  division. 
Reinsured  companies  shared  in  little  of  the  risk  involved  in  losses  on 
reinsured  policies;  consequently,  they  had  little  incentive  to  ensure  that 
claims  were  paid  correctly.  Furthermore,  corrective  actions  recommended  by 
previous  audits  of  FCIC's  loss  adjustment  process  had  not  been  fully 
implemented;  therefore,  similar  errors  continued.  Our  statistical  projection 
at  the  95  percent  confidence  level  shows  that  about  30,000  claims  were 
overpaid  almost  $83  million  or  about  8.7  percent  of  the  $950  million  in 
indemnities  paid  as  of  June  1992.  (The  $83  million  is  the  midpoint  of  the 
statistical  projection  and  is  the  best  estimate  of  error.  The  lower  limit  on 
the  projection  is  $8  million  or  about  1  percent  of  total  payments.)  FCIC 
officials  generally  concurred  with  the  recommendations  or  provided  acceptable 
alternatives. 
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ACCOUNTING  AND  FINANCIAL  MANAGEMENT 

Financial  Statement  Audits 

As  required  by  the  Chief  Financial  Officers  Act  of  1990,  we  completed  eight 
financial  statement  audits.  We  Issued  unqualified  (clean)  opinions  on  the 
FY  1992  financial  statements  of  the  Commodity  Credit  Corporation,  Federal  Crop 
Insurance  Corporation,  Farmers  Home  Administration,  Food  and  Nutrition 
Service,  Rural  Electrification  Administration,  and  the  Rural  Telephone  Bank. 
Audits  of  the  Forest  Service  and  the  Departmental  consolidated  statements 
resulted  in  adverse  opinions  largely  because  the  Department  had  not  had 
sufficient  time  to  fully  Initiate  corrective  actions  concerning  the 
deficiencies  found  In  the  FY  1991  statements. 

Correcting  these  deficiencies  Involves  changes  in  financial  processes  and 
systems  requiring  long-term  efforts  which  cannot  be  completed  In  a  single 
year.  The  Department  and  its  agencies  have  put  considerable  effort  Into 
Improving  their  financial  systems  and  the  financial  reporting  process.  The 
Department  established  a  coordinating  committee  of  senior  financial  management 
officials  and  formed  working  groups  in  such  areas  as  financial  statement  form 
and  content,  credit  reform  accounting,  and  quality  control.  GIG,  as  a  member 
of  this  committee,  provides  technical  assistance  to  the  working  groups. 

The  Department  also  initiated  the  Financial  Information  System  Vision  and 
Strategy  (FISVIS)  project,  whose  aim  is  to  develop  a  blueprint  for  a  single 
Integrated  financial  system  that  meets  all  Treasury  and  OHB  requirements, 
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incorporates  all  generally  accepted  accounting  principles,  and  fulfills  the 
needs  of  USOA.  We  are  providing  input  to  the  Department  in  the  design  and 
development  of  FISVIS  and  believe  this  project  will  improve  the  quality  of 
financial  information  within  the  Department. 

USDA  has  placed  greater  emphasis  on  financial  accountability  and  improving  its 
financial  systems;  however,  until  changes  are  fully  implemented,  instances  of 
Inaccurate  and  Inconsistent  application  of  accounting  principles,  incomplete 
or  Inaccurate  accounting  records,  and  errors  and  omissions  in  account  balances 
will  continue  to  exist. 

AUTOHATED  DATA  PROCESSING  (ADP)  SYSTEMS 

Acquisition  Planning  and  Oversight 

We  evaluated  the  adequacy  of  ASCS's  ADP  acquisition  planning.  An  evaluation 
of  an  ADP  acquisition  with  estimated  life-cycle  costs  of  over  $1  billion 
disclosed  that  senior  agency  managers  assigned  the  responsibility  of  project 
oversight  were  not  actively  involved  In  project  decision  malcing.  A  committee 
of  senior  managers,  whose  task  was  to  review  all  system  plans  and  proposals, 
rarely  met  to  discuss  the  direction  and  scope  of  the  acquisition.  The  absence 
of  management  oversight  contributed  to  unneeded  cost  growth,  schedule  delays, 
and  user  needs  not  being  met  In  the  ADP  systems  area. 
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We  also  reviewed  two  acquisitions  of  personal  computers  and  related  hardware 
and  software  and  found  inadequate  planning  and  oversight  which  left  users 
unprepared  to  receive,  use,  and  account  for  new  equipment  when  it  arrived. 

ASCS  agreed  to  implement  better  controls  over  computer  project  planning, 
adhere  to  applicable  requirements,  and  ensure  that  senior  agency  managers  take 
a  more  active  role  in  major  acquisitions. 

Security  and  Controls 

We  evaluated  the  National  Agriculture  Statistics  Service's  (NASS)  security  and 
controls  over  the  automated  resources  used  to  transmit  and  process  sensitive 
statistical  forecasting  data,  particularly  for  speculative  commodities.  We 
concluded  that  NASS  should  designate  additional  commodities  as  speculative 
commodities.  This  would  require  NASS  to  encrypt  the  data  during  transmission 
from  the  field  to  headquarters  and  further  limit  access  to  the  data  until  it 
is  released  to  the  public.  NASS  also  needs  to  implement  better  controls  over 
the  encryption  process,  and  tighten  access  controls  over  its  local  area 
network  and  sensitive  files  on  the  mainframe. 

We  also  performed  an  audit  of  the  security  and  controls  over  ASCS'  State  and 
County  Office  Automation  Project  (SCOAP).  We  identified  weaknesses  in  such 
areas  as  validity  checks  of  program  eligibility  and  payment  computations, 
controls  over  system  access,  security  over  sensitive  data,  software  management 
and  control,  and  assignments  of  security  classifications  for  individual  sites. 
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System  Development  Honitorlnq 

We  are  actively  monitoring  the  Department's  InfoShare  project  whose  goal  is  to 
improve  delivery  of  services  to  customers  of  farm  service  and  rural 
development  agencies  through  business  process  re-engineering  and  integration 
of  information  systems;  the  FISVIS  effort  whose  objective  is  to  define, 
develop,  and  implement  a  comprehensive  financial  information  system;  the 
Modernization  of  the  Administrative  Processes  whose  goal  is  to  streamline, 
standardize,  and  improve  the  administrative  processes  of  USDA.  For  each  of 
these  projects,  we  review  the  decisions  and  products  as  they  are  being 
developed.  We  are  providing  formal  and  informal  comments  and  technical 
assistance  throughout  our  review.  We  believe  that  this  proactive  approach 
will  contribute  to  the  successful  completion  of  these  projects. 

CONCLUSION 

This  concludes  my  statement,  Mr.  Chairman.  I  appreciate  the  opportunity  to 
appear  today  and  present  this  information,  and  I  hope  that  my  comments  have 
been  helpful  to  you  and  the  Committee.  I  will  be  pleased  to  respond  to  any 
questions  you  may  have  at  this  time. 
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OFFICE  OF  THE  INSPECTOR  GENERAL 
Purpose  Statement 

Pursuant  to  the  Inspector  General  Act  of  1978,  (5  U.S.C.  app.  3),  the  Office 
of  the  Inspector  General : 

(1)  Provides  policy  direction  and  conducts,  supervises  and  coordinates 
all  audits  and  investigations; 

(2)  reviews  existing  and  proposed  legislation  and  regulations  and  makes 
reconnendations  to  the  Secretary  and  Congress  regarding  the  impact 
such  initiatives  will  have  on  the  economy  and  efficiency  of  the 
Department's  programs  and  operations,  and  the  prevention  and 
detection  of  fraud,  waste  and  mismanagement  in  such  programs; 

(3)  recommends  policies  for  and  conducts,  supervises  or  coordinates 
other  activities  in  the  Department  whose  purposes  are  to  promote 
economy  and  efficiency  or  prevent  and  detect  fraud,  waste  and 
mismanagement; 

(4)  recommends  policies  for  and  conducts,  supervises  or  coordinates 
relationships  between  the  Department  and  other  Federal,  State  and 
local  government  agencies  concerning:  (a)  promoting  economy  and 
efficiency;  (b)  preventing  and  detecting  fraud,  waste  and 
mismanagement;  and  (c)  identifying  and  prosecuting  people  involved 
in  fraud,  waste  and  mismanagement;  and 

(5)  keeps  the  Secretary  and  the  Congress  fully  and  currently  informed 
about  fraud,  other  serious  problems,  waste,  mismanagement  and 
deficiencies  in  Department  programs  and  operations,  recommends 
corrective  action,  and  reports  on  the  progress  made  in  correcting 
the  problem. 

The  Office  of  the  Inspector  General  is  headquartered  in  Washington,  D.C., 
and  has  regional  offices  in  the  following  cities:  New  York,  New  York; 
Hyattsville,  Maryland;  Atlanta,  Georgia;  Chicago,  Illinois;  Temple,  Texas; 
Kansas  City,  Missouri;  and  San  Francisco,  California.  As  of  September  30, 
1993,  total  on-board  employment  was  826  including  815  full-time  and  11  other 
employees.  There  were  220  employees  located  in  the  metropolitan  area  and 
606  located  in  the  field. 
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OFFICE  OF  THE  INSPECTOR  GENERAL 

Available  Funds  and  Staff  Vears 

1993  i.ctual  and  Estimated  1994  and  1995 


I  tec 


1993 
Actual 


1994 
Estinated 


1995 
Estimated 


Amount 


: Staff : 
: y«ars : 


Amount 


: Staff : 
: Yaars : 


Office  of  the  Inspector 
General 


Obligation  under  other 
USDA  appro.,  lations... 

Cc=aodity  Credit 
Carporation- 
Aucir  of  Financial 
Ststemer.ts 


Federal  Crop  Insurance 
Ccrporation — 
Au:iit  of  Financial 
Statements 


Rural  Electrification 
"  Adiir.istration — 
Audit  of  Financial 
Stateaents 


Total,  Othr  USDA  Funds: 
TCTAL,  GIG 


$62,786,000 


752,000 

216,000 

233,000 
1,201,000 


856 


$65,530,000 


783,000 


242,000 


850 


225,000 
1,250,000  :  — 


Amount 
$63,013,000 


: Staff 
: Years 

831 


815,000 

242,000 

225,000 
1,282,000 


$63,987,000  :  856  :$66,780,000  :  850  :$64,295,000  :  831 


436 


OFFICE  OF  THE  INSPECTOR  GENERAL 

Permanent  Positions  bv  Grade  and  Staff-Year  Sutimary 

FY  1993  and  Estimated  FY  1994  and  1995 


1993 

1994 

1995 

Grade 

Hdotrs 

Field 

Total 

Hdotrs 

Field 

Total 

Hdotrs 

Field 

Total 

Executive 

Level  IV  

1 

0 

1 

1 

0 

1 

1 

0 

1 

ES  6  

1 

0 

1 

1 

0 

1 

1 

0 

1 

ES  4  

6 

0 

6 

6 

0 

6 

6 

0 

6 

ES  3  

0 

0 

0 

1 

0 

1 

1 

0 

1 

ES  2  

1 

0 

1 

0 

0 

0 

0 

0 

0 

GS/GM  15  

15 

15 

30 

14 

15 

29 

13 

14 

27 

GS/GM  14  

31 

41 

72 

30 

41 

71 

30 

40 

70 

GS/GM  13  

39 

142 

181 

39 

141 

180 

38 

139 

177 

GS-12  

12 

262 

274 

12 

260 

272 

12 

254 

266 

GS-11  

11 

58 

69 

11 

57 

68 

11 

56 

67 

GS-9  

6 

72 

78 

6 

72 

78 

6 

71 

77 

GS-8  

7 

0 

7 

7 

0 

7 

7 

0 

7 

GS-7  

18 

40 

58 

18 

40 

58 

18 

37 

55 

GS-6  

7 

33 

40 

7 

33 

40 

7 

32 

39 

GS-5  

6 

26 

32 

6 

26 

32 

6 

25 

31 

GS-4  

4 

2 

6 

4 

? 

6 

4 

2 

6 

Total  Permanent 

165 

691 

856 

163 

687 

850 

161 

670 

831 

Positions 

Unfilled 

Positions 

End-of-year.. 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Total , Permanent 

Employment, 

End-of-year.. 

165 

691 

856 

163 

687 

850 

161 

670 

831 

Staff-Years 
Ceiling 


165 


691 


856 


163 


687 


850 


161 


670 


831 
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OFFICE  OF  THE  INSPECTOR  GENERAL 

CLASSIFICATION  BY  OBJECTS 

1993  and  Estimated  1994  and  1995 

Personnel  Compensation:  1993  1994  1995 

Headquarters $8,680,917  19,007,000  $8,745,000 

Field 32.855.573  34.090.000  33.235.000 

11  Total  personnel  comp 41,536,490  43,097.000  41,980.000 

12  Personnel  benefits 9,401.456  9.924.000  9.690.000 

13  Former  personnel 21.478  21.000    20JI00 

Total  personnel  compensation 

benefits 50.959.424  53.042.000  51.690.000 

Other  Objects: 

21  Travel 5,289.585  5.750,000  5.700.000 

22  Transportation  of  things.  264.433  250.000  240,000 

23.2  Rental  Payments  to  others  15r5.248  155,000  155,000 

23.3  Communications,  utilities, 

and  misc.  charges 1,279,309  1,445,000  1,290,000 

24   Printing  and  reproduction  150,794  154,000  155,000 

25.1  Consulting  services 40,000  40,000  40,000 

25.2  Other  services 2,757,692  3,261,000  2,515,000 

26   Supplies  and  materials...  784,749  705,000  700,000 

31   Equipment 814,626  700,000  500,000 

42  Insurance  and  indemnities  29,996  28,000  28,000 

43  Interest  and  dividends...  331    Q    2 

Total  other  objects 11.566.763  12.488.000  11.323.000 

Total  direct  obligations 62.526,187  65,530,000  63,013,000 


Position  Data: 

Average  Salary,  ES  positions...  S108,000  $111,000  $116,000 

Average  Salary.  GH/GS  positions  $46,000  $49,000  $51,000 

Average  Grade,  GH/GS  positions.  10.82  10.82  10.62 
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OFFICE  OF  THE  INSPECTOR  GENERAL 

The  estimate  Includes  proposed  changes  in  the  language  of  this  item  as  follows 
(new  language  underscored;  deleted  matter  enclosed  in  brackets): 

Office  of  the  Inspector  General 

For  necessary  expenses  of  the  Office  of  the  Inspector  General, 
including  employment  pursuant  to  the  second  sentence  of 
section  706(a)  of  the  Organic  Act  of  1944  (7  U.S.C.  2225), 
and  the  Inspector  General  Act  of  1978  as  amended,  [S65,530,000] 
S63.013.000.  including  such  items  as  may  be  necessary  for 
contracting  and  other  arrangements  with  public  agencies  and 

1  private  persons  pursuant  to  section  6(a) [(8)] (9)  of  the  Inspector 
General  Act  of  1978,  as  amended,  and  including  a  sum  not  to 
exceed  S50,000  for  employment  under  5  U.S.C.  3109;  and  including 

2  a  sum  not  to  exceed  [$95,000]  $125.000  for  certain  confidential 
operational  expenses  including  the  payment  of  informants,  to  be 
expended  under  the  direction  of  the  Inspector  General  pursuant 
to  Public  Law  95-452  and  section  1337  of  Public  Law  97-98. 

The  first  change  in  language  reflects  a  revision  of  section  6(a)(8)  of  the 
Inspector  General's  Act  of  1979.  The  GIG  mission  is  now  codified  under 
section  6(a)(9)  of  that  Act. 

The  second  change  proposes  an  increase  from  $95,000  to  $125,000  for 
confidential  funds.  The  $95,000  has  been  sufficient  in  the  past  for 
confidential  activities;  however,  in  1993,  demands  for  these  funds  have 
increased.  Based  on  cases  currently  in  process  and  because  these  needs  are 
so  unpredictable,  we  anticipate  the  need  for  the  $95,000  limitation  to  be 
increased  to  $125,000  so  that  GIG  nay  continue  to  run  these  undercover 
operations  in  an  efficient  manner. 
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OFFICE  OF  THE  INSPECTOR  GENERAL 

SAURIES  AND  EXPENSES 

Appropriations  Act,  1994  S65,530,000 

Budget  Estimate,  1995 63.013.000 

Decrease  In  Appropriation -2,517,000 


SUMMARY  OF  INCREASES  AND  DECREASES 
(On  basis  of  appropriation) 


1994  Other 

Item  of  Change        Estimated     Pay  Cost     Changes 

Audit  &  Investigations  $65,530,000    -^$545, 000 


PROJECT  STATEMENT 
(On  basis  of  appropriation) 


1995 
Estimated 


-$3,062,000    $63,013,000 


1993  Actual 

1994  Estimated 

Increase 

1995  Es-.  mated 

Pro.lect 

Amount 

Staff 
Year? 

Amount 

Staff 
Years 

or 
Decrease 

Amount 

Staff 
Years 

Audit  and 

Investigations 

Unobligated... 

$62,526,187 
259.813 

856 

$65,530,000 

850 

(1) 
-$2,517,000 

$63,013,000 

831 

Total , 
Appropriation. 

$62,786,000 

856 

$65,530,000 

850 

-$2,517,000 

$63,013,000 

831 

EXPLANATION  OF  PROGRAM 

This  appropriation  funds  the  activities  authorized  by  the  Inspector  General 
Act  of  1978  as  amended.  This  Act  expanded  and  provided  specific  authorities 
for  the  activities  of  the  Office  of  the  Inspector  General  which  had  previously 
been  carried  out  under  the  general  authorities  of  the  Secretary  of 
Agriculture.  The  Inspector  General : 

--  Conducts  and  supervises  audits  and  investigations  relating  to  programs 
and  operations  of  the  Department  of  Agriculture; 

--  provides  leadership  and  coordination  and  recommends  policies  for 
activities  designed  (a)  to  promote  econoour,  efficiency,  and 
effectiveness  and  (b)  to  prevent  and  detect  fraud  and  mismanagement  in 
programs  and  operations  of  the  Department;  and 

--  keeps  the  Secretary  and  the  Congress  fully  Informed  about  problems 
and  deficiencies  relating  to  the  administration  of  such  programs  and 
operations  and  the  necessity  for  and  progress  of  corrective  action. 
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The  following  table  shows  the  audits,  investigations,  and  staff-years  for  each 
area  for  fiscal  year  1993. 

Audits/  Staff-Years 

Area               Cases  of  Effort 

Audit  360  491 

Investigations  1.267  364 

Total  1,627  855 

JUSTIFICATION  OF  INCREASES  AND  DECREASES 


(1)  A  net  decrease  of  S2. 517, OOP  consisting  of: 

(a)  An  increase  of  S545.000  for  oav  increases. 

(b)  An  increase  of  S228.O00  which  reflects  a  2.6  percent  increase  in 
nonsalary  costs. 

(c)  A  decrease  of  S340.000  for  administrative  efficiency. 

Need  for  Change.  In  support  of  the  Secretary's  streamlining  efforts 
and  the  President's  Executive  Order  to  reduce  overhead-type  outlays 
from  the  FY  1993  baseline,  budget  authority  is  reduced  by  S340,000. 

Nature  of  Change.   In  order  to  achieve  these  savings,  GIG  will 
reduce  discretionary  expenses  by  S340,000  in  FY  1995  in  areas  such 
as  equipment,  supplies,  and  comnunication  charges. 

(d)  A  decrease  of  $950.000  for  a  reduction  in  Federal  employment  costs. 

Need  for  Change.  In  support  of  the  Secretary's  streamlining  efforts 
and  the  President's  Executive  Order  mandating  a  reduction  in  Federal 
employment,  OIG  is  reducing  employment  from  the  FY  1993  base. 

Nature  of  Change.  To  achieve  the  reduction,  OIG  will  streamline  its 
operations.  The  total  reduction  in  personnel  costs  amounts  to 
S950,000.  The  agency  expects  to  achieve  this  reduction  by  reviewing 
its  existing  organizational  structure  to  determine  if  any  offices 
could  be  consolidated  or  eliminated,  and  through  attrition  by 
filling  only  the  most  critical  positions  as  vacancies  occur. 

(e)  A  decrease  of  S2. OOP. 000  for  OIG  activities  [$65,530,000  available 
in  FY  1994]. 

Need  for  Change.  In  FY  1994,  the  Congress  provided  an  additional 
$2, OOP, OOP  to  the  agency  "to  enhance  the  Inspector  General's  efforts 
in  curtailing  waste,  fraud,  and  abuse  in  programs  operated  by  and 
through  the  Department."  Due  to  overall  budget  constraints,  this 
additional  level  of  resources  for  this  activity  cannot  be  sustained 
without  causing  an  adverse  impact  on  other  essential  programs  in 
'   USDA. 

Nature  of  Change.  OIG  will  continue  to  devote  resources  on  work 
related  to  the  elimination  of  waste,  fraud,  and  abuse  within  USDA. 
We  expect  this  percentage  of  resources  to  continue  in  FY  1995, 
though  at  this  reduced  level. 
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OFFICE  OF  THE  IWSPEaOR  SENERAL 

6E06RAPH1C  BREAKDOWN  OF  OBLIGATIONS  AND  STAFF-YEARS 

1993  and  Estimated  1994  and  1995 

FY  1993  FY  1994            FY  1995 

Staff-  Staff-             Staff- 

Locatlons         Amount    Years  Amount    Years       Amount    Years 

California  $7,024,770    99  $7,362,000    99     $7,079,000    97 

D.C 13,610,543    165  14,264,000    163     13,716,000    161 

Georgia  8,338,699    116  8,739,000    115      8,404,000    112 

Illinois  6,915,230    102  7,248,000    102      6,969,000    100 

Maryland  7,768,012    107  8,141,000    106      7,829,000    103 

Missouri  10,283,734    147  10,778,000    145     10,364,000    141 

New  York  2,560,419    32  2,684,000    32      2,580,000    31 

Texas  6,024,780    88  6,314,000    88      6.072,000    86 

Subtotal , 
Available 

or  Estimate  ..  62,526,187    856  65,530,000    850      63,013,000   831 

Unobligated 
Balance  259,813 

Total,  Available 

or  Estimate  ..  62,786,000    856  65.530,000    850      63.013,000   831 
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OFFICE  OF  THE  INSPECTOR  GENERAL 
STATUS  OF  PROGRAM 

The  Office  of  the  Inspector  General  (GIG)  is  operationany  independent 
of  other  agencies  of  the  Department.  GIG  has  the  responsibility  to: 
(1)  supervise,  coordinate,  and  provide  policy  direction  for  audit  and 
investigative  activities  relating  to  programs  and  operations  of  the 
Department;  (2)  recommend  policies  and  conduct,  supervise,  or  coordinate 
other  activities  of  the  Department  for  the  purpose  of  promoting  economy  and 
efficiency  and  preventing  and  detecting  fraud,  waste,  and  mismanagement  in 
its  programs  and  operations;  (3)  keep  the  Secretary  and  the  Congress  informed 
of  fraud  and  other  serious  problems,  waste,  and  deficiencies  relating  to  the 
administration  of  programs  and  operations  of  the  Department;  and  (4)  recommend 
corrective  action  and  report  on  progress  made  in  obtaining  management's 
agreement  to  implement  such  action. 

ACCOMPLISHMENTS  IN  FISCAL  YEAR  1993 

During  Fiscal  Year  1993,  OIG  Issued  360  audit  reports  and  1,267  investigative 
reports.  Investigations  also  had  944  Indictments,  982  convictions,  and 
61  suits  filed.  The  period  of  time  to  get  court  action  on  an  indictment 
varies  widely;  therefore,  the  982  convictions  are  not  necessarily  related  to 
the  944  indictments. 

Audit  Monetary  Results: 

During  FY  1993,  management  decisions  were  made  on  322  audit  reports.  At  the 
time  of  management  decision,  the  monetary  values  agreed  to  by  agencies  were: 


Questioned  and  unsupported  costs 
Recommended  for  recovery 
Not  recoamended  for  recovery 

Funds  to  be  put  to  better  use 

Total  audit  monetary  results 

Investigative  Monetary  Results: 

Recoveries  and  collections  S10.7 
Cost  avoidance  (payments  not  made 

based  on  Investigations)  S  3.5 

Fines  $13.5 

Administrative  penalties  S  0.6 

Restitutions  SI5.1 

Total  Investigative  monetary  results  S43.4 


—  AUDIT  ACCOMPLISHMENTS 

During  FY  1993,  we  focused  our  audit  efforts  on  consumer  protection  issues. 
Farmers  Home  Administration  loan  programs,  disaster  payments  to  farmers,  and 
crop  Insurance.  We  also  audited  the  Department's  financial  statements  as 
required  by  the  Chief  Financial  Officers  Act. 

Details  of  our  significant  audit  accomplishments  can  be  found  in  the 
Semiannual  Reports  to  Congress  covering  FY  1993.  Some  highlights  are  provided 
beloM. 


(In  millions) 

$31.2 
31.6 

S  62.8 

$197.1 

$259.9 
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CONSUMER  PROTECTION 

Unsanitary  Conditions  at  Meat  Processing  Plant  Prompt  Compliance  Reforms 

The  Secretary  requested  that  we  review  inspection  activities  at  a  Nebraska 
meat  processing  plant  which  was  the  subject  of  a  network  newscast  depicting 
unsanitary  conditions.  We  confirmed  the  reported  practices  and  found  that  the 
plant  had  a  history  of  sanitation  violations,  especially. In  the  areas  of 
rodent  control  and  facility  cleanliness  and  maintenance.  The  Food  Safety  and 
Inspection  Service  (FSIS)  stepped  up  Its  enforcement  action  against  the  plant. 
We  performed  a  followup  review  at  the  plant  and  found  Improvements.  However, 
FSIS  will  need  to  continue  providing  intensive  supervision  over  the  plant's 
operations.  We  also  provided  testimony  on  our  review  to  the  House  Government 
Operations  Subcommittee  on  Human  Resources  and  Intergovernmental  Relations. 

During  our  review,  we  found  that  FSIS  had  no  mechanism  to  identify  plants  that 
potentially  pose  health  risks.  We  concluded  that  FSIS  needed  an  inspection 
policy  for  plants  that  pose  problems  because  of  their  age,  their  poor 
maintenance,  and  the  type  of  cattle  slaughtered.  This  would  permit  FSIS  to 
take  proactive  actions  on  problem  plants  rather  than  waiting  to  react  through 
administrative  enforcement  actions.  FSIS  has  agreed  to  our  recommendations. 
In  addition,  an  auditor  and  investigator  worked  with  FSIS  officials  to  Improve 
their  compliance  review  program.  The  team  developed  a  comprehensive  proposal 
which  when  Implemented  should  result  In  quantifying  establishment  of  health 
and  food  safety  performance.  It  will  Identify  high-risk  plants  for  action  by 
FSIS  management  and  for  compliance  review  purposes. 

AMS  Deobli gates  $3  Million  to  Return  to  Treasury 

The  Agricultural  Marketing  Service  (AMS)  administers  two  of  the  Department's 
newest  programs:  the  Pesticide  Data  Program  (PDP)  and  the  Pesticide 
Recordkeeping  Program  (PRP).  We  reviewed  AMS'  plans  to  Implement  these 
programs  and  to  determine  whether  AMS'  fiscal  transactions  for  the  programs 
complied  with  appropriations  law.  We  found  that  AMS  needs  to  reevaluate 
whether  recordkeeping  monitoring  could  be  performed  more  efficiently  by  the 
Department's  nationwide  network  of  field  offices  rather  than  by  the  States. 
We  also  found  that  AMS  Improperly  carried  over  FY  1991  PDP  appropriations  into 
FY  1993.  Based  on  our  recommendations,  and  AMS'  further  review,  AMS 
deobligated  $942,000  of  FY  1991  funds  and  $2.1  million  in  FY  1992  funds.  AMS 
is  now  in  the  process  of  drafting  Standard  Operating  Procedure  for  Finance 
that  should  prevent  this  from  occurring  in  the  future. 

New  Audit  Requirements  Will  Improve  Compliance  with  Marketing  Orders 

Thirty-nine  marketing  orders  regulate  the  quantity  and  quality  of  30  fruits, 
vegetables,  and  specialty  crops.  Administrative  committees  are  responsible 
for  administering  marketing  orders  and  ensuring  compliance  with  their  terms. 
In  collaboration  with  AMS  personnel,  and  In  consultation  with  various 
committee  representatives,  we  developed  uniform  audit  procedures  to  be  used  by 
committees  In  conducting  reviews  at  handlers'  places  of  operation.  These  new 
procedures  call  for  an  evaluation  of  whether  the  handlers  paid  the  proper 
amount  of  assessments  to  the  committees  and  whether  they  met  marketing  order 
provisions  governing  the  amount  of  commodities  that  can  be  purchased,  sold,  or 
disposed  of.  The  procedures  should  provide  uniform  treatment  of  handlers  and 
growers  and  give  assurance  that  the  committees  have  a  sound  basis  for 
determining  marketing  order  violations. 

APHIS  Collects  $1.3  Million  in  Overlooked  Fees 
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did  not  have  a  system  to  identify  airlines  and  railroads  required  to  remit 
fees,  as  our  audit  identified  several  carriers  had  not  remitted  $1.8  million. 
We  recommended  that  APHIS  collect  the  $1.8  million  and  implement  a  system  to 
identify  all  airlines  and  railroads  required  to  remit  fees.  APHIS  agreed  with 
our  recommendations.  Two  people  are  now  dedicated  to  conducting  reviews  at 
airline,  railroad,  vessel,  trucking  and  other  user  companies  to  determine  user 
fee  payment  accuracy  and  have  uncovered  an  additional  $4.8  million  in  fees  due 
APHIS. 

LOAN  PROGRAMS 

Incorrect  Loss  Determinations  in  Writedown  of  Guaranteed  Loans 

Lenders  participating  in  the  Fanner  Guaranteed  Loan  Program  did  not  determine 
their  losses  or  apply  their  loss  payments  correctly  or  consistently.  Our 
review  showed  at  least  one  error  in  the  debt  writedown  for  each  of  the 
borrowers  reviewed  resulting  In  overpayments  totaling  $4.9  million.  In  total, 
the  Fanners  Home  Administration  (FmHA)  erroneously  paid  loss  payments  for 
89  percent  of  the  borrowers  reviewed.  FmHA  officials  agreed  to  go  back  and 
review  the  Identified  overpayments  and  underpayments  and  then  take  the 
appropriate  action. 

Excessive  Construction  Costs  Charged  to  Rural  Rental  Housing  (RRH)  Projects 

Excessive  construction  costs  totaling  $2.8  million  were  found  in  19  RRH 
projects.  The  excessive  charges  included  unallowable,  unsupported,  and 
duplicate  costs  such  as:  (1)  operational  and  start-up  costs  related  to  the 
management  of  the  project,  (2)  legal  fees  not  related  to  construction, 
(3)  construction  costs  for  facilities  not  approved  by  FmHA,  (4)  costs  not 
incurred  by  the  borrower,  and  (5)  small  tool  and  Industrial  equipment 
purchases.  In  addition,  four  borrowers  misrepresented  their  roles  as  general 
contractors,  resulting  in  excessive  costs  from  profits  charged  by  second 
parties  who  actually  performed  those  duties.  These  charges  resulted  in 
general  contractor  profits  being  Included  at  least  twice  In  the  loan  amounts. 
We  found  FmHA  had  also  Incurred  over  $208,000  In  Interest  credit  subsidy  on 
the  excessive  costs.  FmHA  officials  agreed  to  recover  excessive  construction 
costs  resulting  from  unsupported,  unallowable,  and  duplicate  charges  to  FmHA 
projects. 

FOREST  SERVICE  (FS) 

Timber  Management- -Timber  Sale  Cruising  Controls 

In  FY  1992,  the  FS  collected  approximately  $1  billion  from  the  sale  of 
national  forest  timber.  Timber  'cruising*  Is  the  primary  method  for 
estimating  the  volume  of  timber  which  will  be  included  In  a  proposed  sale. 
Based  on  our  audit,  we  concluded  that  the  FS  could  not  assure  that  its  cruises 
were  reliable,  supportable,  and  effective.  FS  cruisers  were  often  not 
proficient  or  trained  In  the  various  sampling  methods,  which  differed 
depending  on  terrain,  species,  mix,  and  distribution;  consequently,  there  was 
no  assurance  that  cruisers  were  selecting  the  most  cost-effective  method.  In 
addition,  low  pay  and  limited  career  advancement  for  cruisers  Impede  the 
development  and  retention  of  a  quality  cruising  workforce.  FS  officials  are 
implementing  corrective  actions. 

Graduated  Rate  Fee  System  for  Large  Resorts 

In  FY  1991,  fees  from  recreation  permits  totaled  $28  million,  with  the  top 
75  winter  ski  resorts  paying  almost  half  of  this  total,  about  $13.3  million. 
However,  winter  ski  resort  fees  represented  less  than  2  percent  of  the 
corresponding  total  sales  revenue  of  $723.5  million.  We  concluded  that  the 
existing  fee  system,  developed  by  the  FS  In  1965,  is  outdated  and,  among  other 
things,  does  not  account  for  the  significant  appreciation  of  FS  land.  Several 
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permit  holders  received  large  gains  (In  one  case,  a  $40  million  profit)  from 
the  sales  of  their  resorts  on  FS  lands,  but  the  FS  did  not  share  in  these 
gains.  We  recommended  that  the  FS  establish  a  fee  system  that  would  ensure  a 
fair  market  return.  FS  officials  are  currently  formulating  an  alternative  fee 
system. 

PROGRAM  COMPLIANCE.  ECONOMY  AND  EFFICIENCY 

USDA  Could  Do  More  to  Control  Workers'  Compensation  Costs 

The  Federal  Employees'  Compensation  Act  (FECA)  provides  compensation  for 
Federal  civilian  employees  Injured  while  performing  their  duties.  While  the 
U.S.  Department  of  Labor  administers  the  FECA,  USDA  is  responsible  for 
submitting  claims  and  providing  job  placement  assistance  for  those  employees 
who  can  return  to  work.  In  USDA,  FECA  costs  rose  steadily  from  $37.9  million 
In  1988  to  $55.1  million  In  1992.  Our  audit  showed  that  of  the  claimants 
receiving  benefits  totaling  $39.4  million  between  the  period  July  1990  and 
June  1991,  medical  reports  showed  that  16  percent  could  have  returned  to  work, 
saving  $15.5  million  in  wage  compensation  since  the  time  they  were 
reemployable  or  $135  million  over  their  life  expectancies.  Office  of  Finance 
and  Management  officials  agreed  and  developed  a  plan  to  review  all  long-term 
cases  to  Identify  claimants  who  are  able  to  work  and  coordinate  job  placement 
assistance  for  them. 

ACCOUNTING  AND  FINANCIAL  MANAGEMENT 

Financial  Statements  for  the  Department  and  Seven  of  its  Agencies  Audited: 
Six  Ungual  if ied  and  Two  Adverse  Opinions  Issued 

As  required  by  the  Chief  Financial  Officers  Act  of  1990,  we  completed  eight 
financial  statement  audits.  We  issued  unqualified  (clean)  opinions  on  the 
FY  1992  financial  statements  of  the  Commodity  Credit  Corporation,  Federal 
Crop  Insurance  Corporation  (FCIC),  FmHA,  Food  and  Nutrition  Service,  Rural 
Electrification  Administration,  and  the  Rural  Telephone  Bank.  Audits  of  the 
Forest  Service  and  the  Departmental  statements  resulted  in  adverse  opinions, 
largely  because  the  Department  had  not  had  sufficient  time  to  fully  initiate 
corrective  actions  concerning  the  deficiencies  found  in  the  FY  1991 
statements. 

Correcting  these  deficiencies  involves  changes  in  financial  processes  and 
systems  requiring  long-term  efforts  which  cannot  be  completed  in  a  single 
year.  The  Department  and  Its  agencies  have  put  considerable  effort  into 
improving  their  financial  systems  and  the  financial  reporting  process.  The 
Department  established  a  coordinating  committee  of  senior  financial  management 
officials  and  formed  working  groups  in  such  areas  as  financial  statement  form 
and  content,  credit  reform  accounting,  and  quality  control.  The  Department 
also  initiated  the  Financial  Information  System  Vision  and  Strategy  (FISVIS) 
project,  whose  aim  is  to  develop  a  blueprint  for  a  single  integrated  financial 
system  that  meets  all  Treasury  and  Office  of  Management  and  Budget 
requirements,  incorporate  all  generally  accepted  accounting  principles,  and 
fulfill  the  needs  of  USDA.  We  continue  to  assist  Departmental  officials  in 
these  efforts. 

AUTOMATED  DATA  PROCESSING  (ADPl  SYSTEMS 

ADP  Acouisition  Planning  and  Oversight  Need  Improvement 

We  evaluated  the  adequacy  of  Agricultural  Stabilization  and  Conservation 
Service's  (ASCS)  ADP  acquisition  planning.  An  evaluation  of  an  ADP 
acquisition  with  estimated  life-cycle  costs  of  over  $1  billion  disclosed  that 
senior  agency  managers  assigned  the  responsibility  of  project  oversight  were 
not  actively  involved  in  project  decision  making.  A  committee  of  senior 
managers  whose  task  was  to  review  all  system  plans  and  proposals  rarely  met  to 
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discuss  the  direction  and  scope  of  the  acquisition.  The  absence  of  management 
oversight  contributed  to  unneeded  cost  growth,  schedule  delays,  and  user  needs 
not  being  met  in  the  ADP  systems  area. 

We  also  reviewed  two  acquisitions  of  personal  computers  and  related  hardware 
and  software  and  found  inadequate  planning  and  oversight  which  left  users 
unprepared  to  receive,  use,  and  account  for  new  equipment  when  it  arrived. 

ASCS  agreed  to  implement  better  controls  over  computer  project  planning, 
adhere  to  applicable  requirements,  and  ensure  that  senior  agency  managers  take 
a  more  active  role  in  major  acquisitions. 

Audits  in  Two  Agencies  Disclosed  Vulnerable  Computer  Systems 

We  evaluated  the  National  Agricultural  Statistics  Service's  (NASS)  security 
and  controls  over  the  automated  resources  used  to  transmit  and  process 
sensitive  statistical  forecasting  data,  particularly  for  speculative 
commodities.  We  concluded  that  NASS  should  designate  additional  commodities 
as  speculative  commodities.  This  would  require  NASS  to  encrypt  the  data 
during  transmission  from  the  field  to  headquarters,  and  further  limit  access 
to  the  data  until  it  is  released  to  the  public.  NASS  also  needs  to  Implement 
better  controls  over  the  encryption  process,  and  tighten  access  controls  over 
its  local  area  network  and  sensitive  files  on  the  mainframe. 

We  also  performed  an  audit  of  the  security  and  controls  over  ASCS'  State  and 
County  Office  Automation  Project  (SCOAP).  Ue  Identified  weaknesses  In  such 
areas  as  validity  checks  of  program  eligibility  and  payment  computations, 
controls  over  system  access,  security  over  sensitive  data,  software  management 
and  control,  and  assignments  of  security  classifications  for  individual  sites. 

FARM  PROGRAMS 

Marketing  Loan  Cost  for  Rice  and  Cotton  Increased  S183.3  Million  Because  of 
Inaccurate  Adjusted  World  Prices 

ASCS  uses  adjusted  world  prices  of  rice  and  cotton  to  determine  the  loan 
deficiency  payments  and  the  loan  repayment  discounts  on  these  commodities.  We 
found  that  the  adjusted  world  prices  of  rice  and  cotton  were  understated 
during  crop  years  1991  and  1992,  which  Increased  payments  and  discounts  by 
S183.3  million.  This  occurred  primarily  because  ASCS  did  not  have  procedures 
for  collecting  and  updating  data  used  in  its  calculation  of  adjusted  world 
prices.  ASCS  officials  agreed  to  update  their  formula  components,  develop 
procedures  for  periodic  review,  and  review  the  new  data. 

Controls  Over  Disaster  Assistance  for  Wonprooram  Crops  Are  Inadequate  To 
Prevent  Abuse 

Audits  and  a  joint  OIG/ASCS  review  of  disaster  assistance  for  nonprogram  crops 
(squash,  cucumbers,  etc.)  In  five  States  disclosed  a  pattern  of  abuse  by 
producers  and  a  weakness  In  ASCS'  controls  over  disaster  payments.  The  abuse 
occurred  because  the  expectation  of  disaster  assistance  encourages  some 
producers  to  plant  a  crop  they  do  not  Intend  to  harvest,  and  because 
procedures  make  it  difficult  for  ASCS  to  verify  that  a  nonprogram  crop  was 
damaged  or  lost.  The  audits  covered  237  producers  who  received  about 
S5.7  million  in  disaster  assistance  during  the  1990  through  1992  crop  years. 
We  questioned  about  S3  million  paid  to  79  of  the  producers,  including  two  ASCS 
county  committee  members.  One  of  the  audits  also  prevented  an  estimated 
S3. 5  million  In  improper  disaster  payments. 

ASCS  Corrects  Disaster  Payment  Excesses  on  Low-Oualitv  Grain 

We  reviewed  ASCS  policy  for  determining  disaster  payments  for  a  quality  loss 
on  1992  corn.  This  review  disclosed  that  the  loss  adjustments  ASCS  made  were 
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excessive  resulting  in  unwarranted  expenditures.   Since  ASCS  officials  were 
planning  to  use  a  similar  policy  to  make  quality  loss  adjustments  for  other 
crops,  they  requested  that  we  determine  if  the  same  conditions  existed 
elsewhere.  Our  further  review  found  that  proposed  ASCS  quality  loss 
adjustments  for  other  crops  would  also  result  in  excessive  payments.  ASCS 
officials  promptly  developed  more  realistic  adjustments.  ASCS  used  our  review 
to  reevaluate  its  method  of  calculating  loses  due  to  poor  quality. 

Improvements  Needed  in  ASCS  £nd-of-Year  Review  Process 

ASCS  performed  end-of-year  reviews  for  836  producers  who  received  about 
S79  million  in  payments  in  1991.  Of  these,  ASCS  identified  erroneous  payments 
totaling  about  $5  million  for  39  producers.  Ue  reviewed  a  random  sample  of 
the  836  producers  and  projected  that  181  did  not  comply  with  their  farm 
operating  plans  and/or  payment  limitation  rules  and,  therefore,  were  not 
entitled  to  program  payments  totaling  about  $16.5  million.  We  recommended 
that  ASCS  improve  its  end-of-year  review  procedures  to  achieve  better  control 
over  separation  of  duties,  documentation  of  review  results,  and  second  party 
reviews.  In  addition,  we  recommended  that  ASCS  collect  the  questionable 
payments  ($1.6  million}  associated  with  specific  cases  we  reviewed.  ASCS  has 
issued  revised  procedures  and  is  currently  reviewing  OIG's  findings  on  the 
specific  cases. 

More  Effective  Bid  Evaluation  Process  Needed  for  Conservation  Reserve  Program 
(CRPl 

Although  substantial  improvements  have  been  made  In  the  CRP  bid  evaluation 
process,  we  concluded  that  the  process  could  be  made  more  effective.  In  a 
statistical  sample  of  109  bids  out  of  almost  7,000  accepted  in  Harch  1991,  we 
found  inaccuracies  in  how  soil  data  was  identified  and  weaknesses  in  how 
procedures  were  applied.  Errors  were  made  in  accumulating  CRP  bid  data,  and 
neither  ASCS  nor  the  Soil  Conservation  Service  had  controls  to  identify  and 
correct  the  mistakes.  ASCS  reprocessed  the  errors  noted  in  our  sample  by 
using  the  corrected  data  and  found  that  11  of  the  109  bids  should  have  been 
rejected.  We  projected  that  about  325  bids,  with  a  value  of  S14  million,  were 
incorrectly  accepted  in  March  1991,  while  other  bids  that  offered  greater 
environmental  benefits  at  a  lower  cost  were  rejected.  ASCS  agreed  with  the 
need  to  Improve  the  reliability  of  data  used  in  the  bid  evaluation  process. 

INSURANCE 

Loss  Adjustment  Overpayment  Errors 

Our  review  of  crop  Insurance  losses  showed  that  FCIC  overpaid  at  least 
S8  million  on  FY  1991  claims  because  loss  adjusters  did  not  always  determine 
correct  production,  acreage  and  unit  division.  The  true  value  of  the 
overpayments  may  be  substantially  higher.  FCIC  paid  S952.4  million  In 
indemnities  on  202,835  claims  In  FY  1991.  Reinsured  companies  shared  In 
little  of  the  risk  involved  in  losses  on  reinsured  policies,  consequently, 
they  had  little  Incentive  to  ensure  that  claims  were  paid  correctly. 
Furthermore,  corrective  actions  recommended  in  a  previous  audit  of  FCIC's  loss 
adjustments  had  not  been  fully  implemented,  therefore,  similar  errors 
continued.  FCIC  officials  generally  concurred  with  our  recommendations  or 
provided  acceptable  alternatives. 

SCIENCE  AND  EDUCATION 

Research  Center  Charged  With  Nepotisir..  Improper  Expenditures 

The  Agricultural  Research  Service  (ARS)  asked  us  to  resolve  an  anonymous 
complaint  that  alleged  unethical  management.  Improper  accounting  and 
inappropriate  use  of  Federal  research  funds  at  a  facility  working  under  a 
cooperative  agreement.  The  complainant  charged  the  facility's  administration 
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with  nepotism,  diversion  of  funds  to  nonresearch  use,  manipulation  of 
accounts,  and  failure  to  return  income  from  sponsored  project  activities.  The 
audit  disclosed  that  ARS  had  already  advised  the  facility  to  remove  the 
appearance  of  nepotism.  In  addition,  an  amendment  to  the  cooperative 
agreement  prohibiting  nepotism  has  been  signed.  We  recommended  that  the 
facility  reimburse  ARS  for  the  diverted  funds  and  the  income  from  sponsored 
project  activities.  ARS  officials  agreed  to  take  corrective  action. 

INVESTIGATIONS  ACCOMPLISHMENTS 

FARMERS  HOME  ADMINISTRATION  fFmHAl 

In  FY  1993,  GIG  issued  186  reports  of  investigation  concerning  FmHA  programs 
and  operations.  Monetary  results  for  FmHA  exceeded  $8.6  million  and 
included  over  $3.1  million  in  recoveries/collections,  $3.2  million  in 
restitutions  and  fines  in  excess  of  $1.2  million.  Examples  of  these  cases  are 
set  forth  below: 

A  Rural  Rental  Housing  (RRH)  developer  was  convicted  on  charges  of  extortion 
and  making  false  statements  about  construction  costs  which  were  not  eligible 
for  FntflA  financing.  By  holding  back  payments  to  the  contractor  for 
construction  of  an  RRH  project,  the  developer,  who  was  also  an  attorney,  got 
the  contractor  to  build  a  pond,  valued  at  $25,000  on  his  personal  property. 
The  developer  was  sentenced  to  5  months  in  prison  and  5  months  in  a  conmunity 
confinement  facility.  He  was  also  given  19  nonths'  probation,  fined  $25,000, 
ordered  to  pay  $18,750  to  cover  his  costs  of  ioprisonment,  and  disbarred  as  an 
attorney.  This  investigation  was  a  joint  effort  with  the  Federal  Bureau  of 
Investigation  (FBI). 

Three  persons  including  an  RRH  building  contractor,  a  business  associate,  and 
the  associate's  wife  were  convicted  of  conspiracy  and  fraud  for  falsifying 
costs  in  the  construction  of  an  RRH  project.  The  business  associate  who  had 
previously  been  convicted  of  RRH  fraud  and  was  under  an  order  of  debarment 
during  the  period  of  construction,  conspired  to  inflate  the  costs  of  building 
a  road  adjacent  to  the  project.  To  conceal  the  debarred  person's  involvement 
in  the  project  the  conspirators  formed  a  dummy  corporation  to  receive  the 
funds  for  the  road  construction  and  pass  them  through  to  the  debarred  party. 
The  contractor  was  sentenced  to  1  year  in  prison,  fined  $30,000,  and  ordered 
to  pay  $12,000  in  restitution;  the  business  associate  was  sentenced  to  5  years 
in  prison,  fined  $10,000  and  ordered  to  pay  restitution  as  directed  by  FmHA; 
his  wife  was  sentenced  to  1  year  in  prison. 

AGRICULTURAL  STABILIZATION  AND  CONSERVATION  SERVICE  (ASCS) 

In  FY  1993,  OIG  issued  109  reports  of  investigation  for  ASCS  with  monetary 
results  totaling  more  than  $5.7  million.  Included  in  this  amount  were 
recoveries/collections  of  over  $1.6  million,  restitutions  exceeding 
$2.8  million,  costs  avoided  in  excess  of  $930,000,  and  administrative 
penalties  of  $208,000.  The  following  are  some  examples  of  these  cases: 

A  tobacco  warehouseman  began  serving  a  7-year  prison  term  for  making  false 
statements  to  ASCS  between  1983  and  1987  pertaining  to  the  sale  of  flue-cured 
and  burley  tobacco.  The  warehouseman  fraudulently  obtained  tobacco  marketing 
cards  with  unused  tobacco  quotas  on  them  and  used  them  to  sell  stolen  tobacco. 
The  warehouseman  had  been  indicted  in  Tennessee,  North  Carolina,  Georgia,  and 
Virginia  on  53  counts  of  making  false  statements  and  money  laundering.  He  had 
pled  guilty  to  38  counts  of  the  indictments.  As  a  result  of  the 
investigation,  ASCS  assessed  marketing  penalties  amounting  to  approximately 
$12.3  million  against  the  warehouseman. 

A  farming  corporation  pled  guilty  to  defrauding  ASCS  and  the  U.S.  Department 
of  the  Interior  by  creating  false  fanning  entities  to  avoid  ASCS  program 
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payment  limitations  and  to  obtain  federally  subsidized  irrigation  water  from 
the  Bureau  of  Reclamation.  The  president  of  the  corporation  admitted  that  a 
reconstitution  of  his  fanning  operation,  with  his  father  and  brother 
identified  as  the  principals,  was  done  only  to  maximize  ASCS  payments  in  the 
Wheat  and  Feed  Grain  Program  above  S50,000  legal  limits  and  to  pay 
significantly  subsidized  rates  for  Federal  water  on  farmland  which  exceeded 
the  960-acre  limit.  The  corporation  and  its  president  agreed  to  pay  $500,000 
in  restitution  to  USDA  and  Interior.  This  investigation  was  conducted  jointly 
with  OIG-Interior. 

FOOD  AND  NUTRITION  SERVICE  (FNS) 

In  FY  1993,  OIG  issued  818  reports  of  Investigation  relating  to  FNS  programs, 
including  783  relating  to  the  Food  Stamp  Program.  Overall  monetary  results 
exceeded  $19.7  million,  which  included  almost  S6.S  million  in  restitutions, 
over  $1.8  million  in  recoveries/collections,  fines  in  excess  of  $10.6  million, 
and  over  $290,000  in  administrative  penalties.  Examples  of  these  cases  are 
set  forth  below: 

Food  Stamp  Program  (FSP) 

The  U.S.  attorney  in  Brooklyn,  New  York,  filed  a  $120  million  lawsuit  against 
a  wholesaler  claiming  that  the  wholesaler  fraudulently  redeemed  more  than 
$40  million  worth  of  food  stamps  In  a  2-year  period.  In  the  1970's  the 
wholesaler  obtained  FNS  authorization  for  his  company  to  participate  in  the 
FSP.  However,  in  1982,  authorization  for  most  wholesale  firms.  Including  this 
firm,  was  withdrawn  in  an  effort  to  reduce  food  stamp  fraud.  In  1990,  the 
wholesaler  opened  a  small  retail  operation  within  his  wholesale  operation  to 
provide  a  laundering  outlet  for  retail  store  owners  who  had  obtained  food 
stamps  illegally.  Kany  of  the  wholesaler's  customers  were  not  authorized  to 
accept  food  stamps;  several  of  them  were  under  separate  OIG  investigation  for 
food  stamp  trafficking.  The  wholesaler  redeemed  over  $40  million  in  food 
stamps  through  the  authorized  retail  operation.  The  wholesaler  pled  guilty  to 
criminal  charges  in  this  case  and  was  sentenced  to  21  months  In  prison  and 
fined  $40,000.  Settlement  of  the  civil  suit  is  pending. 

A  street  trafficker  was  sentenced  to  15  months  in  prison  and  was  ordered  to 
make  restitution  of  $112,000  after  pleading  guilty  to  illegal  possession  of 
over  $100,000  in  food  stamps.  We  received  information  that  the  defendant  was 
purchasing  stamps  from  recipients  as  they  left  food  stamp  issuance  centers. 
An  undercover  OIG  agent  contacted  him  and  agreed  to  buy  $30,000  in  foods 
stamps.  After  the  transaction  was  completed,  the  defendant  was  arrested.  A 
search  of  his  residence  and  vehicles  uncovered  an  additional  $82,000  In  food 
stamps . 

Other  Nutrition  Programs 

As  a  result  of  our  continuing  Investigations  Into  bid  rigging  In  the  National 
School  Lunch  Program  (NSLP),  three  companies  and  one  official  pled  guilty  to 
violating  the  Sherman  Antitrust  Act  and  were  fined  $8.4  million.  Two 
officials  of  two  firms  were  also  Indicted;  their  trials  are  pending.  The 
investigations  conducted  with  the  Antitrust  Division  of  the  Department  of 
Justice  showed  the  companies  conspired  to  submit  noncompetitive  bids  for  food 
and  milk  contracts  with  school  districts  and  other  public  concerns  in  Oklahoma 
and  Texas.  The  NSLP  provides  a  substantial  portion  of  the  funding  to  public 
schools  for  meals  and  milk. 

FEDERAL  CROP  INSURANCE  CORPORATION  fFCICl 

In  FY  1993,  OIG  issued  35  reports  of  investigation  for  FCIC  with  monetary 
results  in  excess  of  $1.8  million.   Included  in  this  amount  were  over  $660,000 
in  restitutions,  and  almost  SI. 2  million  in  collections/recoveries.  The 
following  are  some  examples  of  one  of  these  cases: 
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As  a  result  of  a  joint  OIG  and  FCIC  Investigation,  23  fanners  have  pled  guilty 
in  Federal  court  to  charges  of  mail  fraud  in  connection  with  over  $2.4  million 
in  fraudulent  crop  insurance  claims.  The  claims  were  filed  from  1987  to  1990 
and  reported  nonexistent  crop  losses  on  soybeans,  rice,  and  wheat.  The 
fanners,  most  acting  independently,  concealed  their  true  production  by  selling 
it  under  fictitious  names.  Seven  of  the  defendants  had  been  sentenced 
earlier.  Another  10  defendants  received  sentences  of  3  years'  supervised 
probation.  One  was  fined  $10,000;  the  other  nine  were  ordered  to  pay  S296,500 
in  restitution.  Sentencing  for  the  remaining  six  is  pending.  These 
individuals  collectively  submitted  false  crop  insurance  claims  of  more  than 
$963,000.  Charges  against  more  farmers  are  expected. 

A  family-owned  grapegrowing  partnership  agreed  to  pay  the  Government 
SI  million  plus  interest  in  settlement  of  a  civil  lawsuit.  Our  investigation, 
which  was  conducted  jointly  with  the  Internal  Revenue  Service  (IRS)  disclosed 
that  the  partnership  claimed  crop  losses  in  1982  and  1983  which  in  fact  did 
not  occur  and  as  a  result  illegally  received  over  SI  million  in  crop  indemnity 
payments  from  FCIC.  The  partnership  and  one  of  its  partners  were  subsequently 
indicted  on  criminal  charges  of  defrauding  FCIC.  In  a  separate  indictment  all 
three  brothers  were  charged  with  income  tax  fraud.  In  addition  the  three 
brothers  as  individuals  and  the  partnership  were  charged  in  a  civil  lawsuit 
with  violating  the  False  Claims  Act  by  participating  in  a  scheme  to  defraud 
FCIC.  The  criminal  charges  relating  to  the  FCIC  fraud  were  subsequently 
dismissed  by  the  Government  in  lieu  of  the  civil  lawsuit.  However,  all  three 
brothers  were  given  prison  sentences  after  they  were  convicted  of  tax  evasion 
for  tax  years  1981  through  1983. 

FOREIGN  AGRICULTURAL  SERVICE  (FAS) 

In  FY  1993,  OIG  issued  13  reports  of  investigation  for  FAS  with  monetary 
results  of  almost  S6.6  million.  Included  in  this  amount  were  over 
$1.6  million  in  restitutions,  $2.8  million  in  recoveries/collections,  and 
over  $1  million  each  in  fines  and  cost  avoidance.  An  example  of  one  of  these 
cases  is  set  forth  below: 

A  trading  company  has  pled  guilty  to  20  counts  of  an  indictment  that  included 
charges  the  company  schemed  to  defraud  CCC  and  FAS.  According  to  the 
indictment  the  company  schemed  with  the  Atlanta  branch  of  the  Banca  Nazionale 
del  Lavaro  (BNL)  and  others  to  inflate  loans  under  the  export  credit  program. 
The  loans  guaranteed  by  CCC  were  made  to  an  Iraqi  government  organization  that 
contracted  for  grain  sold  under  the  credit  program.  The  trading  company 
inflated  some  loans  by  including  in  them  the  bribes  paid  to  bank  employees  and 
"after-sale  services"  payments  demanded  by  the  Iraqis.  The  trading  company 
paid  a  $1  million  fine  and  consented  to  be  permanently  debarred  from  all 
programs  funded,  guaranteed,  or  sponsored  by  the  Government.  This 
investigation  is  part  of  the  ongoing  BNL/Iraq  investigation  being  conducted  by 
OIG,  the  Federal  Reserve  Bank,  the  U.S.  Customs  Service,  the  IRS,  and  the  FBI 
under  the  direction  of  the  U.S.  Department  of  Justice. 
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OFFICE  OF  THE  INSPECTOR  GENERAL 
Passenger  Motor  Vehicles 


The  Fiscal  Year  1995  Budget  Estimate  does  not  include  the  purchase  of 
additional  passenger  vehicles. 

The  Office  of  Inspector  General  (OIG)  owns  19  vehicles  (14  vans,  3  pickup 
trucks,  and  2  sedans).  This  figure  includes  two  sedans  and  a  pickup  truck 
which  were  seized  and  forfeited  to  the  Government  as  the  result  of  OIG 
investigations.  The  agency  utilizes  these  vehicles  for  law  enforcement 
activities  during  undercover  operations  to  obtain  evidence  for  prosecutions. 
OIG  has  installed  specialized  law  enforcement  equipment  such  as  radios, 
cameras,  and  video  equipment  in  these  surveillance  vehicles.  Examples  of 
these  investigations  include  the  controlled  exchange  of  USDA  Food  Coupons  for 
cash  or  contraband  and  observing  and  photographing  meat  plant  slaughtering  and 
selling  dead  or  adulterated  livestock  to  the  public.  OIG  must  have  such 
operational  capabilities  and  equipment  to  fulfill  the  statutory  criminal 
investigative  responsibilities  specified  in  the  Inspector  General  Act  of  1978 
and  other  related  Congressional  Acts. 

Age  and  mileage  data  for  passenger  carrying  vehicles  on  hand  as  of 
September  30,  1993,  are  listed  below.  No  requests  for  additional  vehicles  are 
anticipated.  These  figures  do  not  include  vehicles  leased  from  GSA  or 
commercially  leased  under  GSA  approved  contracts. 
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Tuesday,  February  22,  1994. 

FARM  CREDIT  ADMINISTRATION 

WITNESSES 

BILLY  ROSS  BROWN,  CHAIRMAN  AND  CHIEF  EXECUTIVE  OFFICER 
GARY  BYRNE,  FCA  BOARD  MEMBER 

Mr.  DURBIN.  I  want  to  welcome  witnesses  from  the  Farm  Credit 
Administration,  the  Honorable  Billy  Ross  Brown,  Chairman  and 
CEO;  as  well  as  Gary  Byrne,  another  member  of  the  Administra- 
tion Board.  We  thank  you  both  for  joining  us  today.  We  have  your 
testimony.  We  urge  you  to  give  us  the  highlights.  We  will  ask  a  few 
questions  and  thank  you  again  for  joining  us. 

Mr.  Brown.  Thank  you,  Mr.  Chairman. 

I  am  Billy  Ross  Brown.  I  am  pleased  to  appear  here  today  rep- 
resenting the  Farm  Credit  Administration  as  its  chairman  and 
CEO.  With  me  is  Gary  Byrne,  another  member  of  the  FCA  Board. 
And,  as  you  know,  the  third  position  on  the  board  is  vacant. 

The  System  has  made  substantial  progress  since  its  multi-billion- 
dollar  loss  years  in  the  mid-1980s.  For  the  first  nine  months  of 
1993,  the  System  had  net  earnings  of  $971  million,  and  is  projected 
to  have  record  earnings  of  $1.3  billion  for  the  full  year. 

The  System's  CAMEL  ratings  have  also  improved.  CAMEL  is  the 
acronym  for  capital,  assets,  management,  earnings,  and  liquidity. 
The  areas  are  evaluated  by  FCA  examiners  on  a  sliding  scale  of 
from  1  to  5. 

In  1990,  94  institutions  had  the  higher  ratings  of  1  and  2;  40 
were  rated  4  or  5.  But  at  the  end  of  1993,  187  were  rated  1  or  2; 
only  6  were  rated  4,  and  none  had  the  5  rating.  The  number  of  in- 
stitutions under  enforcement  actions  has  dropped  as  well,  from  77 
as  of  December  31st,  1991,  to  53  as  of  September  30th,  1993. 

The  System's  loan  volume  to  farmers  and  ranchers  has  been  sta- 
ble at  about  $35  billion  for  the  last  several  years,  and  its  market 
share  has  declined  from  25.6  percent  to  24.9  percent.  Commercial 
banks,  on  the  other  hand,  have  increased  their  market  share  from 
34.7  percent  to  38.1  percent,  and  their  loan  volume  from  $47.4  bil- 
lion to  $53.5  billion. 

In  light  of  the  relatively  flat  loan  volume,  the  System  continued 
to  downsize.  The  total  number  of  active  institutions  decreased  from 
287  at  the  beginning  of  1990,  to  250  as  of  January  the  1st,  1994. 

This  has  not  resulted  in  any  significant  reduction  in  examination 
resources  for  two  reasons.  One,  examiners  spend  most  of  their  time 
looking  at  loans.  The  number  and  amount  of  loans  have  not  de- 
creased because  of  these  mergers.  They  have  remained  at  the  same 
level. 

Two,  the  number  of  direct  lending  institutions,  which  must  be  ex- 
amined at  least  once  a  year,  has  increased  from  141  to  177,  from 

(453) 


454 

1990  to  1994.  And  the  number  of  Federal  Land  Bank  Associations, 
which  are  examined  only  every  three  years,  has  decreased  from  146 
to  73.  Faced  with  the  ever-changing  economic,  financial,  and  policy 
environment  in  which  the  System  operates,  the  FCA  has  under- 
taken a  study  to  better  understand  the  risks  to  which  the  System 
is  vulnerable. 

The  study  is  intended  to  be  an  ongoing  project  rather  than  a  one- 
time assessment  because  of  the  dynamics  of  the  areas  involved.  Ini- 
tially, the  Agency  has  identified  24  risks  in  four  broad  categories: 
asset  liability  risk,  management  risk,  credit  risk,  and  business  risk. 
Analyzing  the  24  specific  risks  associated  with  the  four  broad  cat- 
egories will  help  the  Agency  determine  work  priorities  and  focus  re- 
sources. 

In  its  fiscal  year  1994  report,  this  subcommittee  challenged  the 
FCA  to  meet  the  President's  personnel  reduction  goals.  In  addition, 
the  administration  issued  guidelines  to  implement  the  National 
Performance  Review  recommendations. 

Mr.  Chairman,  the  FCA  will  do  better  than  the  fiscal  year  1995 
goal,  and  has  every  intention  of  hitting  the  12  percent  reduction 
targets  for  fiscal  year  1999.  Before  commenting  on  our  budget  re- 
quest, I  would  like  to  briefly  mention  two  studies  conducted  by  the 
General  Accounting  Office.  The  first  dealt  with  how  the  FCA  exam- 
ines, monitors,  and  uses  enforcement  actions  to  regulate  the  Farm 
Credit  System. 

That  report  can  be  best  summarized  by  its  title,  "Farm  Credit 
Administration  Effectively  Addresses  Identified  Problems."  I  can't 
say  it  any  better  than  that. 

The  second  dealt  with  whether  the  entities  of  the  Farm  Credit 
System  and  the  Farm  Credit  Administration  could  save  money  by 
following  the  standards  of  the  General  Services  Administration  for 
office  space,  furniture,  and  equipment.  The  cost  of  leasing  and  op- 
erating office  space  was  found  to  be  about  the  same.  However, 
some  money  might  be  saved  if  all  entities  had  access  to  and  used 
GSA  supply  sources  for  travel,  equipment,  and  furniture.  Unfortu- 
nately, only  the  FCA  and  the  System  banks  currently  have  such  ac- 
cess. The  System  associations  do  not. 

Let  me  conclude  with  just  a  few  comments  on  the  budget.  The 
FCA  is  proposing  a  fiscal  year  1995  budget  for  the  Agency's  admin- 
istrative expenses  of  $40,996,000,  a  1.4  percent  increase  over  the 
limitation  approved  for  fiscal  year  1994.  About  83  percent,  some 
$34  million,  is  for  compensation  and  benefits.  This  is  an  increase 
of  4.2  percent. 

Transportation  and  travel  have  been  reduced.  However,  80  per- 
cent of  travel  is  examination  related.  Printing  and  reproduction 
costs  are  down  significantly.  Consulting  services  have  decreased, 
but  essential  services  remain  provided  for. 

Equipment  purchases  will  increase  by  $142,000,  chiefly  to  re- 
place obsolete  computers.  In  fiscal  year  1995,  as  well  as  for  the  pre- 
vious five  years,  the  FCA's  budget  increases  remained  below  the 
rate  of  inflation,  3.1  percent  versus  3.5  percent.  The  FCA's  admin- 
istrative expenses,  if  added  to  the  cost  of  loan  funds,  would  in- 
crease those  costs  by  seven  basis  points  or  7  cents  per  hundred  dol- 
lars. 
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Mr.  Chairman,  that  is  important.  Farm  Credit  System  Securities 
are  rated  AAA  by  the  rating  agencies.  That  kind  of  rating  lowers 
their  cost. 

We  all  know  that  the  System's  recent  financial  performance  has 
been  helped  by  record  high  farm  income.  It  has  also  been  helped 
by  lower  overall  market  rates  for  funds.  But  the  rating  agencies 
also  credit  effective  examination,  regulation,  and  enforcement  by 
an  independent  Federal  regulator.  The  GAO  supports  that  belief. 

Farm  Credit  securities  now  sell  for  just  a  few  basis  points  above 
U.S.  Treasuries  and  some  issues  sell  at  the  same  rate.  During  the 
period  when  the  System  was  experiencing  financial  difficulties, 
those  spreads  went  as  high  as  80  basis  points.  Today,  one  basis 
point  equates  to  $5.5  million. 

I  don't  know  the  degree  to  which  effective  Federal  regulation  af- 
fects spreads  over  Treasuries,  or  the  decisions  of  investors,  but  I 
have  become  convinced  that  it  has  played  a  role  in  both,  and  that 
7  cents  per  hundred  dollars  of  loan  funds  has  been  a  sound  invest- 
ment for  American  farmers. 

I  thank  you  for  the  opportunity  of  appearing  here  and  stand 
ready  to  respond  to  any  questions  the  subcommittee  might  have. 

[Clerk's  note. — The  Chairman's  statement  appears  on  pages 
510  through  530.  Biographical  sketches  for  Mr.  Brown  and  Mr. 
Byrne  appear  on  pages  531  and  532.  The  explanatory  notes  appear 
on  pages  533  through  583.] 

MANAGEMENT  IMPROVEMENT 

Mr.  DURBIN.  Chairman  Brown,  thanks.  The  Farm  Credit  Admin- 
istration— FCA — has  come  a  long  way  in  a  short  period  of  time. 
Our  subcommittee  has  been  pretty  rough  on  this  agency  in  years 
gone  by,  but  for  good  reason.  There  were  some  management  prob- 
lems there,  which  worried  us.  We  sense  in  staff  reviews  and  other 
oversight  activities  that  you  are  making  real  progress. 

You  should  be  very  proud  of  that,  and  the  people  working  at  the 
Agency  should,  as  well.  But  as  you  note  in  your  testimony,  there 
is  still  a  lot  to  be  done.  And  I  am  sure  you  are  going  to  keep  work- 
ing along  those  lines. 

FARM  CREDIT  SYSTEM 

I  think  it  is  worth  commenting  and  reporting  that  the  Farm 
Credit  System  itself  has  gotten  up  off  the  floor  over  the  last  five 
or  six  years,  and  is  now  on  its  feet  and  appears  to  be,  as  you  have 
said  in  your  testimony,  gaining  strength.  You  have  brought  some 
real  efficiencies  to  that  Agency  and  I  think  that  is  not  only  good 
from  our  point  of  view,  it  is  certainly  good  from  the  viewpoint  of 
rural  America. 

Some  of  the  work  that  was  done  by  your  member  banks  during 
the  flood,  for  example,  really  was  helpful  in  terms  of  helping  farm- 
ers through  probably  the  most  difficult  times  in  their  lives.  Having 
said  all  that,  let  me  ask  you  a  very  basic  question,  which  is  asked 
of  me  in  my  district  and  probably  of  my  colleagues  as  well:  Why 
do  we  need  a  Farm  Credit  System?  Don't  we  have  a  big  banking 
system  in  America  an3rway  that  farmers  and  businesses  can  turn 
to  just  as  other  businesses  would?  Why  do  we  need  a  special  Fed- 
eral credit  system  for  this  sector  of  the  economy? 
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INTEREST  RATES 


Mr.  Brown.  I  think  if  we  didn't  have  a  Farm  Credit  System,  the 
interest  rates  to  farmers  could  be  twice  as  high  as  what  they  are 
today.  I  think  the  Farm  Credit  System  keeps  everybody  honest,  in- 
cluding commercial  banks  and  other  agricultural  lenders,  because 
the  System  does  have  the  capability  of  furnishing  sound,  construc- 
tive, and  reliable  credit  to  farmers. 

Mr.  DURBIN.  Can  you  give  me  any  comparison  of  what  the  com- 
mercial rates  might  be  that  you  are  using  in  your  example? 

Mr.  Brown.  I  don't  have  those  estimates,  but  I  will  see  if  I  can 
respond  to  that. 

Mr.  DURBIN.  If  you  could,  that  would  be  helpful. 

Mr.  Brown.  Mr.  Byrne  might  have  some  information  on  that. 

Mr.  DURBIN.  Gary,  sure. 

AGRICULTURAL  BANKS 

Mr.  Byrne.  It  is  interesting  if  you  look  at  the  makeup  of  banking 
across  the  country,  there  are  about  3,000  commercial  banks  that 
we  call  agricultural  banks,  because  more  than  25  percent  of  their 
credit  is  in  agriculture.  Those  institutions  average  about  45  percent 
of  their  credit  in  agriculture. 

The  key  thing  about  that  is  most  of  those  agricultural  banks  are 
between  the  Rocky  Mountains  and  the  Mississippi  River,  and  the 
States  that  used  to  have  unit  banking.  Most  of  the  rest  of  the  coun- 
try is  served  by  banks  that  are  not  basically  agriculture  banks. 
They  are  banks  that  enter  and  exit  the  market  as  it  suits  their 
business  needs. 

Before  I  came  to  Washington,  I  was  CEO  and  chairman  of  a  bank 
that  was  primarily  an  agriculture  bank  in  the  Sacramento  Valley. 
During  the  early  1980s  our  bank  became  committed  to  agricultural 
lending.  We  became  committed  to  agriculture  through  thick  and 
thin. 

I  noticed  that  the  major  banks  were  committed,  when  the  times 
were  good;  when  the  times  got  bad,  they  left.  Now  they  are  back 
in  again.  This  is  personally,  and  obviously  this  has  to  be  personal, 
my  major  concern.  In  most  areas  where  you  have  real  committed, 
ongoing  competition,  you  might  not  see  a  big  difference.  However, 
in  those  areas  where  you  have  institutions  that  are  in  sometimes 
and  out  sometimes,  you  are  really  leaving  the  agricultural  commu- 
nity at  the  mercy  of  lenders  who  don't  see  agriculture  as  their  pri- 
mary source  of  business. 

SALARIES 

Mr.  DuRBlN.  We  asked  in  previous  years  for  some  sort  of  infor- 
mation about  the  salaries  paid  to  CEOs  of  member  banks.  The  re- 
sponses have  been  hard  to  track.  Some  banks  used  a  standard  com- 
pensation package  to  describe  what  CEOs  are  being  paid,  while 
others  included  incentives  or  other  benefits.  We  need  to  get  your 
help  in  trying  to  come  up  with  some  sort  of  consistent  standard  so 
we  can  have  an  idea  what  these  CEOs  are  being  paid.  Is  that  some- 
thing that  you  can  put  together  for  us? 

Mr.  Byrne.  Yes. 

Mr.  DURBIN.  G«t  back  to  us  on  that,  please? 
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Mr.  Brown.  We  have  those  figures  for  you. 

Mr.  DURBIN.  Okay.  If  you  will  share  those  with  the  subcommit- 
tee, we  will  take  a  look  at  them  as  part  of  our  deliberation.  And 
of  course  those  costs  are  being  passed  on  to  the  farmers  who  are 
paying  for  the  loans  and  we  want  to  make  certain  that  if  there  is 
ever  any  question,  we  can  point  to  the  information  we  received. 

[The  information  follows:] 

FARM  CREDIT  SYSTEM— CHIEF  EXECUTIVE  OFFICER  1993  ANNUAL  COMPENSATION 

Institution  Base  salary       Cash  bonuses       "'''ji'^ef'"''  ^""^' 

Springfield  FCB/BC  $240,000  $25,442  $4,368  $269,810 

Baltimore  FCB  208,650  27,623  10,981  247,254 

Columbia  FCB  220,000  0  6,526  226,526 

Louisville  FCB '  177,000  0  283,020  460,020 

AgriBank  FCB  270,000  47,250  3,080  320,330 

St.  Paul  BC  178,067  17,255  28,593  223,915 

Omaha  FCB  210,000  209,144  0  419,144 

Wichita  FCB 180,000  15,000  0  195,000 

Texas  FCB 158,900  2,000  22,645  183,545 

Western  FCB 247,885  0  99,000  346,885 

Spokane  FCB  182,500  40,000  0  222,500 

CoBank  355,200  288,260  0  643,460 

Funding  Corporation 465,000  0  18,000  483,000 

Leasing  Corporation  190,586  72,900  11,768  275,254 

Farmer  Mac 200,000  135,000  35,996  370,996 

■  The  Louisville  FCB  merged  with  and  into  the  AgriBank  FCB  effective  January  1,  1994. 

FARM  CREDIT  SYSTEM  SENIOR  OFFICER  COMPENSATION 

Mr.  DURBIN.  The  budget  justification  lists  a  priority  for  regula- 
tion projects  of  the  FCA  Board.  First  on  your  list  is  a  proposal  to 
address  disclosure  rules  on  senior  officer  compensation  and  reim- 
bursable expenses  for  directors.  Please  describe  how  you  propose  to 
standardize  reporting  and  find  an  accurate  measure  for  what  is 
reasonable  compensation. 

Mr.  Brown.  The  FCA  Board  recently  issued  a  proposed  rule, 
published  in  the  December  23,  1993  Federal  Register,  that  would 
require  System  institutions  to  disclose  senior  officer  compensation 
information  to  shareholders  in  a  uniform  manner  consistent  with 
a  standardized  definition.  In  addition,  the  proposed  rule  would  re- 
quire the  institutions  to  briefly  describe  the  compensation  plans  of 
the  most  highly  compensated  senior  officers.  The  proposed  senior 
officer  compensation  disclosure  requirements  are  somewhat  similar 
to  those  instituted  by  other  financial  institution  regulatory  agen- 
cies. 

The  FCA  Board  believes  some  form  of  descriptive  disclosure  of 
senior  officer  compensation  would  assist  shareholders  in  evaluating 
whether  the  compensation  plans  approved  by  System  institutions' 
boards  of  directors  are  appropriate  in  view  of  the  institutions'  size, 
financial  condition,  and  performance.  Further,  the  FCA  Board  be- 
lieves that  uniform  disclosures  would  provide  stockholders  with  the 
means  to  more  accurately  measure  the  reasonableness  of  senior  of- 
ficer compensation  levels  through  a  comparison  of  similar  institu- 
tions. 
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Mr.  DURBIN.  Mr.  Brown,  please  provide  for  the  Committee  a 
table  showing  the  salaries  and  benefits  of  Farm  Credit  System 
CEOs  for  all  districts  and  entities  for  the  past  10  years. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 
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EMPLOYEE  COMPARABILITY 

Mr.  DURBIN.  Over  the  years,  the  Farm  Credit  Administration  has 
been  concerned  with  its  ability  to  be  a  competitive  employer  in  the 
bank  regulatory  area.  With  the  increase  in  pay  for  bank  examiners 
that  you  instituted  the  last  couple  of  years,  has  the  high  turnover 
rate  been  reversed?  Can  you  tell  us  what  the  turnover  rate  for 
bank  examiners  was  in  the  last  three  years? 

Mr.  Brown.  The  increase  in  pay  for  FCA  employees  has  helped 
to  curb  turnover  somewhat.  The  average  turnover  rate  for  FCA  ex- 
aminers over  the  preceding  five  fiscal  years — FY  1986  through  FY 
1990 — was  16.2  percent  versus  turnover  rates  of  9.2  percent  for  FY 
1991,  9.4  percent  for  FY  1992,  and  10.1  percent  for  FY  1993. 

GEOGRAPHIC  DIFFERENTIAL  IN  PAY 

Mr.  DURBIN.  Can  you  tell  us  what  is  the  geographical  differential 
in  pay  for  FCA  employees  and  the  percent  differential  allowed  for 
each? 

Mr.  Brown.  The  differentials  for  1994  have  not  yet  been  deter- 
mined. The  matter  is  presently  under  review  and  the  Board  will 
furnish  that  information  to  the  subcommittee  when  the  final  deci- 
sion is  made.  The  Agency's  current — 1993 — geographic  differentials 
will  be  provided  for  the  record. 

[The  information  follows:] 

Percent 

Albany,  NY  7.3 

Atlanta,  GA  1.5 

Bloomington,  MN  4.7 

McLean,  VA  ,. 12.5 

Sacramento,  CA 5.8 

CHIEF  OPERATING  OFFICER 

Mr.  DURBIN.  At  last  year's  hearing,  we  discussed  some  of  the 
problems  the  Board  faced  with  doing  the  day-to-day  management 
of  FCA,  while  also  doing  the  work  of  the  Board.  Shortly  before  the 
hearing,  FCA  hired  a  chief  operating  officer  to  assist  with  manage- 
ment. Can  you  describe  for  us  how  that  is  working?  Has  the 
Board's  work  with  day-to-day  management  changed? 

Mr.  Brown.  The  addition  of  a  chief  operating  officer — COO — to 
our  organizational  structure  clearly  has  had  a  very  positive  impact 
on  the  day-to-day  management  of  the  agency  and  the  Board's  in- 
volvement in  that  process.  In  the  16  months  she  has  been  with  the 
agency,  the  COO  has  focused  her  efforts  on  three  key  areas — man- 
agement issues,  communications,  and  policymaking.  While  all  three 
areas  are  important,  the  COO  has  devoted  a  large  portion  of  her 
time  to  mapping  out  possible  solutions  to  management  problems  in 
the  areas  of  audit  followup,  strategic  planning,  and  information  re- 
sources. We  are  pleased  with  the  progress  that  the  agency  has 
made  in  the  past  year  toward  resolving  some  of  these  problems. 

Although  the  Board  continues  to  be  informed  of  management  is- 
sues on  an  ongoing  basis,  and  is  consulted  with  regularly  by  the 
COO  and  other  staff,  the  Board  members  have  been  able  to  focus 
most  of  their  time  on  general  policy  issues  facing  the  Farm  Credit 
System,  the  Farm  Credit  Administration,  the  FCS  Building  Asso- 
ciation, and  the  Farm  Credit  System  Insurance  Corporation.  In 
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particular,  the  Board  has  been  instrumental  in  undertaking  work 
in  several  key  strategic  areas,  including  Farm  Credit  System — Sys- 
tem— ^lending  authorities,  intra-System  competitions,  risks  in  the 
System,  and  FCA's  regulatory  burden  on  the  System.  Also,  more 
time  is  available  to  meet  with  the  Chairmen  and  Chief  Executive 
Officers  of  the  banks  and  associations,  as  well  as  members  of  Con- 
gress and  the  general  public. 

We  should  note  that  the  COO's  presence  gives  the  Board  a  clear 
focal  point  for  determining  where  and  how  various  matters  are 
being  handled  through  the  FCA.  Since  the  COO  is  responsible  for 
all  of  the  agency's  administrative  and  programmatic  areas,  both  ac- 
countability and  efficiency  have  been  strengthened. 

PERFORMANCE  STANDARDS 

Mr.  DURBIN.  As  part  of  your  overall  approach  to  managing,  the 
Agency  has  started  to  develop  performance  standards  for  its  oper- 
ations. We  are  almost  halfway  through  the  year.  Can  you  describe 
for  us  some  of  your  performance  standards  that  have  been  estab- 
lished to  date? 

Mr.  Brown.  The  FCA  Board  recently  adopted  a  strategic  plan 
that  identifies  key  projects  to  be  completed  by  office  directors  in 
coming  years.  One  project  deals  with  the  task  of  identifying  the  cri- 
teria or  performance  standards  by  which  goals  for  efficiency,  timeli- 
ness, and  quality  will  be  measured  in  the  Agency,  as  well  as  devel- 
oping appropriate  feedback  systems  for  monitoring  progress.  As 
part  of  the  planning  for  FY  1994,  office  directors  were  asked  to  de- 
velop measurable  objectives  for  each  goal  in  their  operating  plans. 
Although  the  measurements  are  not  agenc5rwide,  they  cover  office 
operations  and  make  it  easier  for  senior  management  and  the 
Board  to  measure  performance.  Thus,  we  view  these  measurements 
as  the  first  step  toward  the  development  of  broader  performance 
standards  for  the  FCA  later  this  year  and  in  FY  1995. 

Our  plans  are  to  initiate  the  analytical  work  this  year  and  to  es- 
tablish a  preliminary  set  of  Agency  standards  by  the  end  of  FY 
1995  which  will  be  consistent  with  a  five-year  planning  horizon.  Al- 
though some  offices  are  testing  performance  measures,  the  Board 
has  not  adopted  any  Agencywide  performance  measures  to  date. 
However,  we  are  planning  to  have  a  management  conference  in 
April  1994  to  review  the  strategic  plan  and  discuss  key  issues  fac- 
ing the  Agency,  including  this  topic.  Therefore,  we  will  be  devoting 
more  resources  to  the  analytical  portion  of  this  project  over  the  bal- 
ance of  FY  1994. 

strategic  PLANNING  COMMITTEE 

Mr.  Durbin.  Last  year  FCA  established  a  Strategic  Planning 
Committee.  What  is  the  status  of  the  Committee?  What  rec- 
ommendations has  the  Committee  made,  and  what  is  the  procedure 
by  which  FCA  will  consider  its  recommendations? 

Mr.  Brown.  The  Committee  has  helped  shape  the  agency's  plan- 
ning activities  and  has  been  involved  with  the  development  of 
working  papers  and  strategic  planning  documents.  While  the  COO 
and  the  planning  analyst  coordinate  the  Agency's  strategic  plan- 
ning efforts,  the  COO  regularly  visits  with  the  individual  members 
of  the  Strategic  Planning  Committee — SPC — which  is  comprised  of 
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the  executive  assistants  to  the  Board  members,  to  obtain  guidance, 
facilitate  consensus,  and  report  on  progress.  A  set  of  goals  and 
planning  assumptions  for  the  agency  was  developed  last  spring, 
which  became  an  integrsd  part  of  the  strategic  plan  the  Board 
adopted  in  December.  More  recently,  the  SPC  developed  a  planning 
guide  which  outlines  the  process  and  establishes  timeframes  for  up- 
dating the  current  strategic  plan.  Among  other  initiatives,  this 
guide  contemplates  a  meeting  between  the  SPC  members  and  sen- 
ior managers  in  April  1994  for  planning  purposes.  Also,  as  noted 
in  the  planning  guide,  the  SPC  will  be  proposing,  for  Board  ap- 
proval, overall  goals  and  broad  objectives  for  FCA  management  to 
carry  out  in  their  operating  plans.  A  copy  of  the  strategic  planning 
guide  will  be  provided  for  the  record. 
[The  information  follows:] 
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Strategic  Planning  Guide  for  the  Annual  Renewal  (FY  1995) 


Introduction 


The  Farm  Credit  Administration  (FCA)  is  committed  to  a  strategic  planning  process  designed  to 
meet  the  agency's  needs  and  comply  with  The  Government  Performance  and  Results  Act  of 
1993.  The  planning  process  is  coordinated  by  the  OCOO  in  consultation  with  the  Strategic 
Planning  Committee  (SPC),  which  consists  of  the  Chief  Operating  Officer,  and  the  Executive 
Assistants  to  each  Board  Member. 

Our  goal  is  to  create  and  implement  a  unified  planning  process  in  which  each  office  interacts 
with  the  Board,  the  Office  of  the  Chief  Operating  Officer  (OCOO),  and  other  offices.  Each 
office  is  to  develop  an  individual  office  plan  that  can  be  successfully  integrated  with  other 
offices'  plans  and  with  ongoing  program  plans  into  a  focused  and  coherent  agency  plan  that 
reflects  the  Board's  priorities.  Planning  must  proceed  with  an  eye  toward  the  longer  view  as  well 
as  the  immediate  future  and  therefore  will  operate  on  a  5-year  cycle.  Careful  budgeting  is  an 
integral  factor  in  the  planning  process.  Clear  articulation  of  expectations  and  establishment  of 
measurable  goals  are  mechanisms  that  will  help  make  the  plan  a  reality  and  will  be  incorporated 
in  the  agency  plan.  This  year  we  hope  to  accomplish  the  following: 

•  More  fully  integrate  other  required  agency  plans  such  as  Information  Resources 
Management  (IRM),  EEO,  and  financial  management  into  the  5-year  unified  plan. 

•  Refme  our  goals  so  that  progress  can  be  monitored  by  performance  measures 
which  are  reported  to  the  Board  on  a  quarterly  basis. 

•  Concurrently  develop  budget  support  for  the  updated  year  and  a  proposal  for  1 
year  beyond. 


Background 


Last  year,  the  Ogden  Group  reviewed  several  FCA  business  management  processes  as  part  of  its 
contract  to  study  the  agency's  IRM  operations  and  offer  recommendations  for  improvement  One 
of  the  products  Ogden  developed  in  Deliverable  8  was  a  long-term  planning  cycle  for  the 
preparation  of  a  strategic  business  plan  that  would  provide  the  information  needed  for  IRM 
planning,  the  development  of  financial  plans  and  budgets,  and  annual  operating  plans.  The 
Ogden  model  envisions  a  process  that  begins  in  October  with  updated  information  for  the 
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strategic  business  plan  and  ends  IS  months  later,  in  December,  with  Board  approval  of  operating 
plans  and  the  submission  of  the  new  budget  to  the  Office  of  Management  and  Budget  (OMB). 
In  between.  Office  Directors  would  develop  subordinate  strategic  business  plans  to  support  the 
agency's  objectives  and  prepare  tactical  and  operational  plans  for  the  next  2  years.  At  the  same 
time,  the  S-year  IRM  and  flnancial  management  plans  would  be  prepared  in  time  for  a  budget 
call  in  eariy  summer.  Appendix  B  shows  Ogden's  diagram  for  FCA's  long-term  planning  cycle. 

Over  the  past  several  months.  Treasury's  Financial  Management  Services  has  been  woildng  with 
the  agency  to  develop  a  5-year  financial  management  plan.  The  process  for  updating  this  plan 
each  year  will  obviously  need  to  be  linked  with  the  agency's  strategic  business  plan,  following 
a  schedule  similar  to  the  one  proposed  by  Ogden. 

While  adopting  a  plaiming  cycle  similar  to  Ogden's  is  desirable  for  this  year's  exercise,  calendar 
constraints  and  the  continuing  efforts  to  develop  and  integrate  the  agency's  businfess,  IRM,  and 
fmancial  management  planning  into  a  single  process  force  us  to  use  an  interim  approach.  This 
document  outlines  the  process  we  will  follow  in  the  months  ahead.  However,  by  October  1, 
1994,  new  procedures  will  be  adopted  to  establish  a  planning  calendar  that  begins  the  renewal 
process  at  an  early  point  in  the  new  fiscal  year. 


Process  Overview 


The  attached  Appendix  A  charts  the  process  we  intend  to  follow  this  year  in  strategic  planning, 
preparing  annual  operating  plans,  and  budgeting.  We  know  that  offices  have  already  begun  their 
planning  sessions  for  1995  and  we  applaud  those  efforts.  The  process  we  outline  here  describes 
how  we  intend  to  obtain  Board  input,  begiiming  in  March  and  ending  with  a  Board  approved 
agencywide  strategic  plan  with  accompanying  budget  support  in  September/October. 

In  addition  to  the  information  in  this  guide.  Office  Directors  will  be  provided  more  specific 
instructions  regarding  dates  and  other  issues  as  required,  including  technical  budget  requirements 
from  the  Office  of  Resources  Management  (ORM)  and  operating  plan  requirements  from  the 
OCOO. 


Mid'Mank  First  Draft  of  flie  Strategic  Plan  and  Budget  Support 

The  COO  will  provide  each  office  director  a  draft  "Strategic  Plan  and 
Budget  Support"  both  in  notebook  form  and  on  a  diskette.  This  document 
will  consist  of  a  5-year  agency  strategic  plan,  beginning  with  the  upcoming 
fiscal  year,  and  two  appendices.  The  strategic  plan  will  be  based  on  the 
previous  year's  strategic  plan  with  revisions  by  the  Board  that  reflect  its 
preliminary  views  on  appropriate  changes  to  the  agency's  5  year-goals. 
Issues  may  include:    how  is  agency  downsizing  to  proceed;  should  the 
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agency  take  actions  to  facilitate  mergers  of  institutions?  Appendix  I  will 
contain  the  previously  developed  budgets,  both  the  agencywide  and  office 
level,  for  the  upcoming  fiscal  year.  Appendix  II  will  be  blank  because  it 
will  be  completed  by  Office  Directors  in  June  after  the  Spring  planning 
meetings  and  the  budget  calL 


Office  Directors  should  review  the  material  in  the  first  draft  and  begin 
preparation  for  Spring  plaiming  sessions.  Office  Directors  should  use  staff 
resources  to  facilitate  their  strategic  plarming  and  budgeting.  Also^  Office 
Directors  are  encouraged  to  obtain  staff  input  in  updating  the  agencywide 
planning  assumptions  and  developing  preliminary  goals  and  objectives. 


April  A  1-  to  2-day  planning  session  will  be  held  between  Office  Directors  and 

the  SPC.  This  meeting  may  involve  the  use  of  a  professional  facilitator 
and  Board  Members  may  be  in  attendance  for  parts  of  the  session. 

Because  the  first  draft  circulated  in  March  will  represent  the  Board 
Members'  preliminary  conclusions  regarding  goals,  the  interaction  between 
Office  Directors,  SPC,  and  Board  Members  will  be  critical  to  the  process. 
It  will  provide  an  opportunity  for  the  Board  and  the  SPC  to  obtain  Office 
Directors'  views  on  the  Board's  preliminary  plan.  Also,  it  is  hoped  that 
participants  will  gain  insights  concerning  agency  goals  and  priorities  prior 
to  moving  forward  in  the  plaiming  process. 


May  Office  Directors  will  review  the  information  developed  at  the  planning 

conference  with  their  staff  and  begin  formulating  their  own  revisions  of  the 
plan. 


June  Second  Draft  of  the  Strategic  Plan  and  Budget  Support 

A  second  draft  of  each  offices'  section  of  the  plarming  document  will  be 
completed  to  capture  the  agency's  goals  and  objectives,  and  any  specific 
projects  assigned  to  the  office.  Office  Directors  should  be  prepared  to 
forward  information  to  the  Information  Resources  Division  (IRD) 
regarding  anticipated  information  resources  needs  for  achieving  goals  and 
completing  assigned  projects.  Both  the  IRD  and  the  Fiscal  Resources 
Division  (FRD)  should  circulate  material  from  the  5-year  plaiming  process 
that  is  relevant  to  other  offices  for  their  consideration  and  conunenL 
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ORM  will  issue  instructions  for  the  budget  call  and  the  development  of  the 
revised  budget  for  Appendix  I  as  well  as  the  proposed  budget  for 
Appendix  II. 


July  Office  Directors  will  submit  the  revised  plans  to  the  OCOO.    Also,  the 

IRM  Steering  Committee  and  the  FRD  should  submit  their  draft  IRM  and 
financial  management  plans  to  the  OCOO.  The  OCOO  will  consolidate 
the  "second  draft"  of  the  strategic  plan  and  provide  it  to  the  Board  and  the 
SPC  for  preliminary  review  and  comment 


August  Third  Draft  of  flie  Strategic  Plan  and  Budget  Support 

The  OCOO  will  consider  the  comments  received  from  the  Board  on  the 
strategic  plan  and  will  then  prepare  a  "third  draft"  for  the  Office  Directors 
to  use  in  conjunction  with  the  development  of  their  budgets. 

Revisions  to  Appendix  I  (the  95  budget)  will  likely  be  handled  somewhat 
differently  each  year.  Generally,  revisions  can  begin  once  the  budget  call 
is  issued.  However,  final  numbers  cannot  be  prepared  until  the  House  and 
Senate  appropriations  committees  have  approved  the  budget  Any  changes 
resulting  from  Congressional  action  may  require  Board  direction  to  staff 
regarding  implementation.  Individual  instructions  will  be  provided  as 
necessary  regarding  revisions  to  Appendix  L 

Office  Directors  will  make  final  changes  to  the  strategic  plan  and  develop 
a  proposed  budget  for  Appendix  EL  When  necessary,  adjustments  to  the 
budget  in  Appendix  I  will  also  be  made  at  this  time  based  on  guidance 
from  the  Board.  i 

Office  Directors  will  have  an  opportunity  to  review  the  final  plan  and  the 
two  budgets  before  they  are  submitted  to  the  Board  for  approval.  A 
meeting  will  be  held  between  the  Office  Directors  and  the  SPC  to  discuss 
the  proposed  strategic  plan  and  the  budgets  for  the  next  2  fiscal  years. 
Managers  of  IRD  and  FRD  may  also  be  asked  to  participate  in  the 
discussions.  The  objectives  of  this  meeting  will  be  to: 

0      verify    that    agencywide    goals    and    strategic    projects    are 
appropriately  addressed  in  the  plans. 

0     ensure  that  projects  crossing  office  lines  are  adequately  addressed 
fix)m  the  standpoint  of  resource  requirements  and  accountability. 
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review  the  budgets  for  consistency  with  Board  guidelines  and 
assess  the  quality  of  the  justiflcations. 


September 


The  final  version  of  the  updated  strategic  plan  will  be  provided  to  the 
Board  for  adoption  along  with  the  revised  budget  support  in  Appendix  I 
and  the  proposed  budget  in  Appendix  n. 

The  agencywide  plan  will  largely  determine  key  individual  office  projects. 
Office  Directors  can  start  developing  their  operating  plans  as  soon  as  they 
have  a  clear  sense  of  the  Board's  goals  and  key  projects.  In  most  cases, 
the  issuance  of  the  "third  draft"  of  the  plan  to  Office  Directors  will  be  a 
good  time  to  begin  formalizing  operational  plans,  with  a  view  toward 
completing  the  task  in  October. 


October 


The  Final  Strategic  Plan 

Copies  of  the  strategic  plan  and  the  budget  justification  in  Appendix  I  will 
be  distributed  to  senior  managers  throughout  the  agency.  The  information 
in  Appendix  II  will  not  be  distributed  until  released  by  the  President 

Copies  of  the  strategic  plan  will  be  printed  and  distributed  to  all 
employees. 

Individual  office  operating  plans  will  be  submitted  to  the  CEO  for 
approval. 


Strategic  Planning  Format  and  Editorial  Issues 


Guidelines  for  preparing  the  strategic  plan  and  a  sample  format  will  be  provided  just  prior  to  the 
April  meeting.  The  sample  will  use  the  Office  of  the  Chief  Operating  Officer  as  the  model  for 
style  and  content   Each  office  plan  will  have  three  sections. 

The  first  section  will  be  the  Mission  Statement.  Office  Directors  should  ensure  that  their 
mission  statements  are  similar  in  style  and  size  to  the  sample.  Generally  speaking,  there  should 
be  no  more  than  3  to  5  points  in  the  mission  statement 

The  second  section  will  be  the  Environmental  Assessment  and  Planning  Assumptions.  Each 
office  must  have  an  environmental  assessment  Environmental  assessments  must  be  based  on  a 
5-year  planning  horizon.  Moreover,  each  assessment  should  relate  directly  to  the  office's 
mission,  thereby  supplementing  the  agency's  statement  rather  than  repeating  it  However,  if  an 
office  director  believes  an  important  element  has  been  omitted  in  the  agency's  assessment  then 
comments  on  tiiis  issue  would  be  appropriate. 
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This  section  should  be  limited  in  lengdi  to  two  pages.  The  style  should  take  a 
narrative  form  rather  than  using  bullet  points,  although  bullets  may  be 
incorporated  at  the  end  of  the  narrative  provided  they  are  held  to  a  small  number. 
Offices  made  up  of  several  divisions  must  unify  their  statement  as  opposed  to 
providing  individual  breakouts. 

The  final  section  outlines  the  Projects  and  Measurable  Objectives  and  relates  them  to  the  goals 
of  the  agency.  Because  FCA  is  moving  to  a  5-year  plaiming  cycle,  the  proposed  format  requires 
inclusion  of  the  fiscal  year  in  which  the  project  begins.  Those  tasks  that  are  performed  on  a 
recurring  basis  do  not  require  this  date.  However,  an  appropriate  reference  to  the  activity  as  an 
annual  event  should  be  included. 

The  agency's  goals  have  been  organized  to  be  consistent  with  the  high  level  functions  of  FCA. 
There  should  be  at  least  one  agency  goal  that  overarches  every  Project  and  Measurable  Objective. 
Rather  than  repeat  the  entire  text  of  the  agency's  goal,  the  italicized  portion  of  the  goal  as  found 
in  the  plan,  is  what  should  be  used  to  show  the  linkage. 

Uniformity  is  critical  for  the  office  component  of  the  agencywide  plan.  Measurable  objectives 
must  include  a  performance  standard.  In  some  cases,  the  standard  will  be  a  completion  date:  in 
others,  the  standard  may  relate  to  a  desired  quality  level.  In  short,  the  description  of  a  task 
should  also  explain  how  well  it  will  be  performed. 

Much  of  the  previously  provided  material  wUl  need  to  be  edited  to  reflect  changes  in  the 
operating  environment  and  the  agency's  new  goals  and  objectives. 


Budget  Support  Format  and  Editorial  Issues 


The  FY  1995  budget  information  in  Appendix  I  requires  no  format  changes.  Data  revisions,  if 
required,  can  be  made  to  the  computer  diskette  that  will  be  provided  to  you.  However,  the 
format  for  the  FY  1996  budget  materials  in  Appendix  H  will  call  for  a  general  justification  that 
can  be  used  to  produce  a  streamlined  appendix  suitable  for  printing  and  distribution  to  staff  and 
external  parties.  In  addition,  detailed  justifications  will  be  required,  similar  to  those  produced 
in  the  past,  to  provide  the  information  needed  to  assess  and  approve  the  budget  requests.  More 
information  wUl  be  provided  regarding  1996  materials  during  May  and  June. 


Operational  Planning 


Each  office  is  required  to  develop  an  annual  operating  plan  that  demonstrates,  in  sufficient  detail, 
how  the  various  projects  and  activities  will  support  the  agency's  strategic  goals.  An  office 
operating  plan  should  begin  with  a  brief  statement  that  underscores  its  relationship  to  the  agency 
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plan,  followed  by  individual  action  plans  for  those  projects  and  other  special  assignments 
contained  in  the  strategic  document  New  action  plans  should  be  prepared  for  those  projects  that 
begin  during  the  next  fiscal  year,  while  revised  action  plans  can  be  developed  for  projects  already 
underway.  The  action  plans  should  provide  information  on  resource  requirements  (FTEs)  for 
completing  each  step  as  well  as  the  total  project 

Action  plans  may  include  as  many  milestones  as  deemed  necessary;  however,  for  monitoring 
purposes,  the  milestones  should  clearly  specify  beginning,  mid-point,  and  completion  dates. 

Annual  operating  plans  should  be  provided  to  the  OCOO  by  November  1  of  each  year. 


Distribution 


The  FY  1995  strategic  plan,  including  the  budget  support  information  in  Appendix  I,  will  be 
distributed  to  senior  management  in  October,  and  all  employees  will  receive  the  planning  portion 
of  the  document  Beginning  in  FY  1996,  however,  the  complete  document  -  containing  the 
streamlined  budget  justifications  -  will  be  distributed  to  all  employees. 


Implementation  and  Reporting 


Using  information  from  the  action  plans,  a  central  database  will  be  established  to  track  the 
agency's  progress  toward  reaching  its  measurable  objectives.  Periodic  reports,  described  in 
Appendix  A  as  quarterly  performance  reviews,  will  be  provided  by  each  office  to  the  Chief 
Executive  Officer  and  the  Board  regarding  overall  progress  and  implementation  of  the  plans. 
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FCA  STAFFING 

Mr.  DURBIN.  You  have  an  ambitious  plan  to  reduce  FTEs.  We 
recognize  the  difficulty  in  which  this  places  most  agencies.  Your 
budget  justification  provides  details  for  FY  1995  reductions.  Realiz- 
ing that  we  are  long  way  off  from  the  govemmentwide  goals,  which 
elements  of  FCA  will  be  hit  the  hardest  by  further  reductions? 

Mr.  Brown.  The  Office  of  Examination — OE — and  the  Office  of 
Resources  Management— ORM — will  likely  incur  the  majority  of  fu- 
ture staff  reductions  simply  because  these  two  offices  account  for 
approximately  84  percent  of  the  agenc^s  full-time  equivalents — 
FTEs— in  FY  1993.  In  FY  1995,  the  FCA  projects  a  reduction  of 
11.9  FTEs,  or  2.7  percent  from  the  FY  1994  FTE  level. 

The  estimated  OE  staff  reduction  will  result  in  11.2  fewer  FTEs, 
or  approximately  94  percent  of  the  total  reductions.  The  ongoing 
System  restructuring  allows  FCA  to  reduce  the  number  of  examin- 
ers needed.  Also,  implementation  of  the  Agency's  authority  to  de- 
termine the  scope  of  examinations  based  on  an  institution's  risk 
permits  the  FCA  to  conduct  less  than  full-scope  examinations,  fur- 
ther reducing  the  number  of  examiners  required. 

Additionally,  the  ORM  plans  to  eliminate  12  positions  in  late 
1995.  The  FCA's  administrative  support  structure  can  be  reduced 
in  size  because  fewer  overhead  positions  are  needed  for  a  smaller 
agency  and  the  problems  associated  with  the  agency's  financial 
management  systems  are  being  corrected. 

The  Agency's  action  will  go  a  long  way  toward  reaching  the  FY 
1999  FTE  target  which,  according  to  the  Office  of  Management  and 
Budget,  is  408.  Planned  FTEs  for  FY  1994  are  440  while  the  pro- 
posed level  for  FY  1995  is  approximately  428  FTEs. 

The  FCA  will  work  to  identify  further  FTE  reductions  that  could 
be  realized  without  compromising  the  performance  of  the  examina- 
tion and  enforcement  functions.  As  you  are  aware,  the  Agency's 
performance  was  recently  complimented  in  a  General  Accounting 
Office  report  on  Agency  effectiveness. 

SOURCES  OF  REVENUE 

Mr.  DURBIN.  Mr.  Brown,  please  provide  a  table  showing  all  the 
sources  of  revenue  to  the  agency  for  fiscal  years  1992,  1993,  and 
1994,  and  what  you  anticipate  for  fiscal  year  1995. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

SOURCES  OF  FCA  REVENUE  FOR  FISCAL  YEARS  1992-1995 
[In  thousands  of  dollars] 


Fiscal  year 

— 

Revenue  Source 

1992  actual 

1993  actual 

1994  budget 

1995  proposed 
budget 

Direct  Program ' 

Farm  Credit  System  

$40,290 

247 
367 

$39,608 

300 
296 

$40,100 

326 
200 

$40,628 

Federal  Agricultural  Mortgage  Corporation  (Farmer 

Mac) 

Interest  income  2 

368 
220 
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SOURCES  OF  FCA  REVENUE  FOR  FISCAL  YEARS  1992-1995— Continued 

[In  thousands  of  dollars] 

Fiscal  year — 

Revenue  Source  I99S  orooosed 

1992  actual  1993  actual  1994  budget  budget 

Other  miscellaneous  income 36 62 0 0 

Total  Direct  Program  40,940  40,266  40,626  41,216 

Reimbursable  Program  ^ 

Farm  Credit  System  Insurance  Corporation  (FCSIC)  ....  473                   346                   433                   463 

National  Consumer  Cooperative  Bank  (NCCB)  and 

NCCB  Development  Corporation  115                   115                   100                   105 

Other 0 0 0 0 

Total  reimbursable  program 588  461  533  568 

Total  direct  and  reimbursable,  FCA Ml, 528 M0,727 41,159 41,784 

'  From  assessments  for  FCA  administrative  costs. 

'The  budgets  for  FY  1994  and  FY  1995  assume  continued  low  interest  rates. 

3  See  detailed  table  on  page  8  of  the  FCA's  FY  1995  Budget  Justification. 

'$3.5  million  of  this  revenue  was  not  needed  for  the  FCA's  administrative  costs  in  FY  1992  and  these  excess  funds  were  returned  to  the 
System  institutions  and  Farmer  Mac. 

i$4.4  million  of  this  revenue  (consisting  of  $3.6  million  of  FCA  administrative  cost  savings  and  $0.8  million  of  reimbursable  income  and 
interest  income)  was  not  needed  for  the  FCA's  administrative  costs  in  FY  1992  and  these  excess  funds  were  returned  to  the  System  institu- 
tions and  Farmer  Mac. 

Note:  Footnotes  are  in  actual  dollar  amounts. 

REFUNDS 

Mr.  DURBIN.  Last  year,  you  provided  us  with  a  table  that  showed 
the  amount  of  refunds  or  reduced  assessments  to  the  Farm  Credit 
System  since  1982.  Please  repeat  and  update  that  table  for  us. 

Mr.  Brown.  Information  on  refunds  to  the  System  since  1982 

will  be  provided  for  the  record. 
[The  mformation  follows:] 

Refunds  to  the  Farm  Credit  System  from  FY  1982  through  FY  1993 

Fiscal  Year:  Refund 

1982 $1,624,353 

1983 829,734 

1984 277,406 

1985 826,557 

1986 7,738,076 

1987 8,309,247 

1988 2,622,583 

1989 1,348,656 

1990 859,209 

1991 4,383,516 

1992 3,523,865 

1993 4,356,581 

FCA  OPERATING  EXPENSES 

Mr.  DURBIN.  Mr.  Brown,  the  Committee  has  been  very  interested 
in  cost  containment  by  FCA.  The  costs  of  operating  the  regulatory 
agency  are  covered  by  assessments  to  the  System  institutions 
which,  in  turn,  pass  the  costs  off  to  the  borrower  in  terms  of  higher 
interest  rates.  Last  year,  Mr.  Steele  stated  the  cost  of  FCA's  oper- 
ation translated  to  a  cost  of  about  eight  hundredths  of  a  percent 
to  the  borrower.  Is  this  estimate  of  costs  to  the  borrower  still  cur- 
rent? 

Mr.  Brown.  Mr.  Chairman,  the  FCA's  actual  and  proposed  cost 

to  System  borrowers  has  not  exceeded  seven  basis  points  or  seven 
one-hundredths  of  a  percent.  I  will  provide  a  table  for  the  record. 
[The  information  follows:] 
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As  indicated  in  the  following  tabic,  the  ratio  of  FCA  full-time  equivalent  (Kit)  personnel  to  System  average 
earning  assets  declined  by  15  percent  from  FY  1990  to  FY  1993  Based  on  projected  staffing  levels  and  System 
average  earning  assets,  an  additional  decline  of  4  percent  is  projected  from  FY  1993  to  FY  1995.  This  demon- 
strates the  overall  monetary  benents  resulting  from  a  reduction  of  agency  personnel,  which  is  a  variable  cost 
change  that  is  responsive  to  a  change  in  the  System  and  indicative  of  our  commitment  to  reduce  costs  when 
opportunities  allow. 

The  table  also  shows  the  total  administrative  costs  for  both  the  FCA  and  the  FCS  Building  Association  (FCSBA). 
These  costs  are  also  expressed  in  basis  point  costs  to  the  System's  borrowers  The  FCSBA  did  not  assess  the 
System's  insiiluiions  for  any  administrative  expenses  in  1993  because  of  a  planned  reduction  in  the  FCSBA's 
reserves.  For  FY  1995,  total  FCA  budgeted  costs,  when  stated  as  an  interest  faaor  of  the  System's  average  earning 
assets,  will  only  amount  to  7  0  basis  points.    The  7.0  basis  points  include  the  cost  of  the  FCSBA. 


FCA  Administrative  Costs  Expressed  in  Basis  Points 
to  Farm  Credit  System  Borrowers 

(In  Thousands  of  Dollars) 


Fiscal  Year 

FCA 
Costs 

FCSBA 
Costs 

ToUl 
Cost 

System 

Average 

Earning 

Assets  (AEA) 

Cost  In 
Additional 
Basis  PoInU 

Number  FTEs 

Per  BUllon  $ 

of  System  AEA 

1990  (Actual) 

$36,093 

$4,651 

$40,744 

$61,671,000 

6.6 

8.6 

1991  (Actual) 

$37,504 

$4,359 

$41,863 

$60,496,000 

6.9 

8^ 

1992  (Actual) 

S38.0O4 

$3,910 

$41,914 

$61,254,000 

6.8 

7.9 

1993  (Actual)' 

$35,875 

$0 

$35,875 

$61,555,000' 

5.8* 

7.3 

1994  (Budget) 

$40,426 

$1,814 

$42,240 

$61,555,000 

6.9 

7.1 

1995  (Proposed  Budget) 

$40,996 

$1,814> 

$42,810 

$61,555,000 

7.0 

7.0 

Note:  FooUKDesudrelaiedtutaKiaacnMldonvunouou.  (SecpagetfocuexpluutiooofreiniturMlileobligalioas.) 

'Begiamag  in  FY  1993,  FCA  costi  do  ool  include  reimbursable  obliguiciu. 

'Avenge uriiingtsMUu of  Scptembec 30. 1993.  Forpuip(xesofthiscliut,iK>chuigewuusume(lfor  1994 or  1995. 

■Since  the  1995  budget  for  the  FCSBA  will  do)  be  approved  unti]  Scputdaa  1994.  for  piupoKs  of  uu)ysi>,  do  change  was  assuitKd  in  1995  from  tbe 
1994  level, 
niiia  lower  buis  point  COM  is  aimluted,  in  part,  to  the  noDAssessineDt  of  FCSBA  coMj  in  FY  1 993  and  the  tesuhi  of  odier  fiscal  savings  as  described 
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OBJECT  CLASS  TABLE 

Mr.  DURBIN.  For  the  record,  please  provide  an  object  class  table 
for  fiscal  years  1993,  1994,  and  1995  for  the  Farm  Credit  Adminis- 
tration administrative  expenses. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

FCA  ADMINISTRATIVE  COSTS  FOR  FISCAL  YEARS  1993-1995 
[In  thousands  of  dollars] 

fiscal  year — 
Object  Classification  TaaTTZZIZr 

1993  actual  1994  budget  '^^^bu'dge't 

Full-time  permanent  $24,801  $26,117  $26,898 

Other  than  full-time  permanent  315  232  232 

Other  personnel  compensation  118  277  152 

Total  personnel  compensation 25,234  26,626  27,282 

Civilian  personnel  benefits  6,020  6,426  6,514 

Benefits  for  former  employees 203  201  271 

Travel  and  transportation  of  persons 2,106  2,484  2,477 

Transportation  of  things  67  98  85 

Rent,  communications  and  utilities  578  685  679 

Printing  and  reproduction  121  299  239 

Consulting  and  other  services 1,497  2,335  2,098 

Supplies  and  material  309  644  580 

Equipment  121  628  771 

Insurance  claims/indemnities 22  0  0 

Total  direct  obligations  '36,278  40,426  40,996 

Prior  year  deobligations  2 (403)  0  0 

Total  '35.875 40.426 40,996 

'Excludes  reimbursable  obligations  of  $461,000  (see  page  8  of  the  FCA's  FY  1995  Budget  Justification). 
^  Amount  represents  unused  obligations  from  prior  years. 

Note:  Footnotes  are  in  actual  dollar  amounts. 

Mr.  DURBIN.  Please  provide  an  object  class  breakdown  for  item 
25,  "Other  Services,"  Farm  Credit  expenses  for  fiscal  years  1993, 
1994,  and  1995. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

FCA  ADMINISTRATIVE  COSTS  OF  CONSULTING  AND  OTHER  SERVICES 

[In  thousands  of  dollars] 


Hem 


FY  1993 
actual 


FY  1994 
budget 


FY  1995 
proposed 
budget 


Contracted  software  

ADP  contractual  services 

ADP  equipment  maintenance  and  repair  

Software  maintenance  

Maintenance  &  repair  of  non-AOP  equipment 

Storage  of  household  goods  

Training  

Office  renovations  

Membership  fees 

Other  non-ADP  contracts,  net  of  adjustments 


$38 

$12 

$75 

463 

377 

387 

199 

161 

135 

144 

145 

131 

100 

152 

166 

19 

28 

21 

239 

474 

470 

2 

50 

50 

1 

3 

3 

292 

1933 

660 
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FCA  ADMINISTRATIVE  COSTS  OF  CONSULTING  AND  OTHER  SERVICES— Continued 

[In  thousands  of  dollars] 

^C,^        "IS        ^™-- 


n  1995 
proposed 
budget 


Total,  consulting  and  ottier  contractual  services  1,497  2,335  2,098 

I  The  FY  1994  amount  includes  $125,000  for  a  financial  audit,  $133,000  for  assistance  on  ttie  analysis  of  System  risks,  $177,000  for  con- 
tractual training  and  commission  test  consultants;  and  $220,000  for  contractual  services  in  the  Office  of  Secondary  Marliet  Oversight. 

Note:  Footnote  is  in  actual  dollar  amounts. 

RECEPTION  AND  REPRESENTATION 

Mr.  DURBIN.  Did  you  have  any  expenses  related  to  the  reception 
and  representation  expenses  allowance  during  fiscal  year  1993?  If 
so,  what  were  they?  What  was  the  total  cost? 

Mr.  Brown.  There  were  no  such  expenses  during  fiscal  year  1993 
and  none  are  budgeted  for  fiscal  year  1995. 

SOLE-SOURCE  CONTRACTS  AND  CONSULTING  SERVICES 

Mr.  DURBIN.  Please  provide  us  a  list  of  all  sole-source  contracts 
and  provide  an  explanation  of  each  of  these  contracts  for  fiscal 
years  1993  and  1994.  Also,  provide  the  details  on  what  consulting 
services  were  provided,  the  contracting  officer  of  each  contract,  and 
the  contracting  officer's  technical  representative. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 
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Contract  Number:      93-FCA-C-OOl 
Contractor:  Digital  Equipment  Corporation  (DEC) 

Purpose:  Maintenance  of  Digital  Network  Operational  Services 

Expenditures:  FY  1993       $28,000 

Contracting  Officer:   Larry  W.  Edwards 
Technical  Representative:      Joe  Leger 

Reason  for  Sole  Source  Award:    The  contract  includes  the  maintenance  of  software  proprietary 
to  DEC  and,  therefore,  no  other  party  can  provide  maintenance. 

Contract  Number:      93-FCA-C-003 

Contractor:  FCS  Building  Association 

Purpose:  Telephone  Equipment  and  Services 

Expenditures:  FY  1993       $560,112 

Contracting  Officer:   Larry  W.  Edwards 

Technical  Representative:      William  K.  Thompson 

Reason  for  Sole  Source  Award:  The  FCS  Building  Association  has  full  control  of  all  utilities 
provided  to  FCA's  McLean,  Virginia  office  as  well  as  telecommunications  in  all  field 
offices.  For  your  information,  the  FCS  Building  Association  utilizes  competitive  bidding 
to  acquire  equipment  and  long-distance  carriers. 
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Contract  Number:      93-FCA-C-004 

Contractor:  Coopers  and  Lybrand 

Purpose:  Consulting — Quick  Response  Accounting  Services  (Exercise  of  option  year 

in  process.  Current  contract  expired  September  30,  1993.) 
Expenditures:  FY  1993       $37,000 

Contracting  Officer:   Larry  W.  Edwards 
Technical  Representative:      Robert  E.  Donnelly 
Reason  for  Sole  Source  Award:   Not  Applicable.   This  is  a  contract  for  consulting  services. 

Contract  Number:      93-FCA-C-006 
Contractor:  William  E.  Harvey 

Purpose:  Receivership  of  Jackson  FLB  and  FLBA 

Expenditures:  FY  1993       None 

Contracting  Officer:   Larry  W.  Edwards 
Technical  Representative:      Alan  Markowitz 

Reason  for  Sole  Source  Award:  Resolution  of  some  litigation  and  disposition  of  remaining  assets 
require  continuity  in  the  receivership,  which  Mr.  Harvey  provides. 


77-965    0—94 16 


480 


Conttact  Number:      93-FCA-C-007 

Contractor:  Ogden  Government  Services,  Inc. 

Purpose:  Quick  Response  Consulting  Services  for 

Information  Resources  Management 
Expenditures:  FY  1993       NTE  $100,000 

Contracting  Officer  Larry  W.  Edwards 
Technical  Representative;      Stephen  G.  Smith 

Reason  for  Sole  Source  Award:     The  cost  of  duplicating  knowledge  of  FCA  operations 
possessed  by  Ogden  would  add  an  additional  $45,000  to  the  contract  cost. 
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EXAMINATION  ISSUES 


Mr.  DURBIN.  As  part  of  your  efforts  to  manage  costs,  your  jus- 
tifications indicate  you  will  close  two  field  offices.  In  doing  so,  FCA 
adopted  a  portfolio  approach  to  examination.  Can  you  explain  in 
more  detail  how  this  works? 

Mr.  Brown.  Under  the  portfolio  approach,  each  FCA  field  office 
is  assigned  a  "portfolio"  of  institutions  to  monitor  and  examine. 
Generally,  institutions  are  assigned  to  the  field  office  that  can  per- 
form the  work  most  cost-effectively.  Most  savings  are  realized  in 
the  form  of  reduced  travel  expenses.  Prior  to  implementing  the 
portfolio  approach  in  1991,  institutions  were  assigned  to  field  of- 
fices based  strictly  in  district  boundaries. 

Mr.  DURBIN.  We  are  aware  of  your  move  to  more  off-site  exami- 
nations. How  has  this  affected  costs  of  the  examination  process? 

Mr.  Brown.  The  nine  offsite  examinations  conducted  during  the 
last  two  fiscal  years  have  reduced  the  examination  time  for  those 
institutions  by  approximately  44  percent.  Additionally,  travel  costs 
were  reduced  because  fewer  trips  to  the  institutions  were  needed. 
Continued  reductions  in  personnel  costs  and  travel  costs  are  envi- 
sioned because  the  offsite  examination  program  will  be  expanded 
to  include  24  institutions  during  FY  1994  and  18  institutions  in  FY 
1995. 

enforcement  ISSUES 

Mr.  DuRBiN.  The  number  of  System  institutions  under  enforce- 
ment action  at  year-end  1991  was  77,  or  27  percent  of  all  institu- 
tions. This  represented  total  assets  of  over  $50  billion.  Now,  at  the 
end  of  1993,  only  53  institutions  were  under  enforcement  action, 
which  comprised  just  over  $28  billion  in  assets.  This  seemingly  is 
a  very  positive  trend.  How  much  of  this  is  a  result  of  poorer  institu- 
tions merging  with  sounder  institutions,  and  how  much  is  a  result 
of  a  stronger  agricultural  economy? 

Mr.  Brown.  The  improvement  in  the  number  of  institutions  and 
the  amount  of  assets  under  enforcement  action  is  almost  entirely 
the  result  of  strengthened  performance  by  institutions'  boards  of  di- 
rectors and  management  teams  in  conjunction  with  the  improve- 
ment in  the  credit  and  financial  condition  of  the  System. 

Only  a  small  percentage  of  the  decline  in  the  number  of  enforce- 
ment actions  is  attributable  to  the  merger  of  institutions  under  en- 
forcement action.  Between  January  1,  1992  through  September  30, 
1993,  there  were  43  terminations  of  enforcement  actions.  Only  3, 
or  7  percent,  were  due  to  the  merging  of  institutions.  The  remain- 
ing 40  terminations  were  granted  because  the  underlying  weak- 
nesses leading  to  the  enforcement  actions  had  been  adequately  ad- 
dressed. In  practice,  when  two  or  more  institutions  under  enforce- 
ment action  merge,  the  FCA  Board  virtually  always  imposes  Condi- 
tions of  Merger,  another  type  of  enforcement  action,  on  the  continu- 
ing institution.  All  the  assets  of  the  merging  institutions  are  then 
encompassed  by  the  new  enforcement  action. 

LITIGATION  INVOLVING  THE  FCA 

Mr.  DuRBlN.  For  the  record,  please  provide  a  list  of  all  current 
litigation  in  which  the  Farm  Credit  Administration  is  a  defendant. 
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Please  list  the  outcome  of  settled  suits  for  the  past  18  months  and 
what  has  been  the  total  cost  to  FCA  for  each  of  these. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 
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Litigation  in  which  the  FCA  currently  is  a  defendant: 

Cross  Timbers  Ranch  v.  FCA  (W.D.  Mo.)  (Borrower  rights) 
Little  V.  First  South  PCA  (S.D.  Miss.)  (Severance  pay  dispute) 
Walton  V.  Meijer  (N.D.  Ohio)  (Foreclosure  related) 

Litigation  resolved  by  settlement  or  otherwise  since  October  1,  1992: 

Buckeye  PCA  v.  FCA  (4th  Cir.)    On  June  22,  1993,  the  U.S.  Court  of  Appeals  reversed  the 
district  court  and  upheld  FCA's  issuance  of  a  charter  to  an  agricultural  credit  association. 
FICB  of  Jackson  v.  FCA   (S.D.  Miss.)  The  parties  to  this  Freedom  of  InformatJon  Act  matter 
stipulated  to  a  dismissal  on  February  19,  1993. 

Kukla  V.  FCA  (D.N.D.)  This  was  a  foreclosure  matter  that  was  remanded  to  state  court  and 
subsequently  dismissed  on  May  1,  1993. 

The  following  cases  were  settled  prior  to  October  1,  1992,  but  paid  after  that  date  pursuant  to 
a  ruling  by  the  General  Accounting  Office — GAO — on  February  10,  1993,  that  the  Judgment 
Fund  is  not  available  to  pay  FCA's  judgments  or  settlements  due  to  FCA's  status  as  a  non- 
appropriated fund  agency.  The  GAO  also  indicated  that  in  its  view  the  proper  source  of  payment 
is  FCA's  Administrative  Expense  Account. 

Commodity  News  Services,  Inc.  v.  FCA  (D.D.C.)  This  was  a  Freedom  of  Information  Act  case 
in  which  an  attorney  fee  claim  was  settled  on  June  25,  1992,  for  $10,255.  Payment  was  made 
by  FCA  on  May  27,  1993. 

Mace  V.  U.S.  (E.D.  Mo.)  The  parties  to  this  Federal  Tort  Claim  Act  case  settled  the  claim  on 
September  11,  1992,  for  $11,500.     Payment  was  made  by  FCA  on  April  12,  1993. 
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FARM  CREDIT  SYSTEM  INSURANCE  CORPORATION 

Mr.  DURBIN.  Mr.  Byrne,  please  provide  an  object  class  table  for 
the  FCSIC  expenses  for  fiscal  years  1994  and  1995. 

Mr.  Byrne.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

FARM  CREDIT  SYSTEM  INSURANCE  CORPORATION  BUDGETS  FOR  FISCAL  YEARS  1994-1995 

[In  thousands  of  dollars] 

Object  classification  FY  1994  budget       FY  1995  budget 

Total  personnel  compensation  $761  $808 

Civilian  personnel  benefits  160  170 

Travel  64  66 

Rental  payments  to  others 71  71 

Communications,  utilities,  and  miscellaneous 19  15 

Printing  and  reproduction  19  20 

Other  services 666  612 

Supplies  and  materials 6  7 

Equipment  8  6 

Total  administrative  budget  1,774  1,775 

Mr.  DURBIN.  Also,  Mr.  Bjmie,  for  the  record,  please  provide  a 
breakdown  of  the  numbers  of  employees  by  grade,  for  FCSIC  for 
fiscal  years  1993,  1994,  and  1995. 

Mr.  Byrne.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

FARM  CREDIT  SYSTEM  INSURANCE  CORPORATION  EMPLOYEE  GRADE  LEVELS  FOR  FY  1993 

THROUGH  FY  1995 

FY  1993  Pf  1994  Ft  1995 

Grade  45  

Grade  44  

Grade  43  

Grade  42  

Grade  41  

Grade  40  

Grade  39  

Grade  26  

Grade  23  


0 

0 

0 

1 

1 

1 

0 

1 

1 

1 

1 

1 

1 

1 

1 

1 

0 

0 

'5 

14 

14 

1 

1 

1 

1 

1 

1 

Total  11  10  10 

'2  positions  were  unfilled  in  FY  1993   One  position  was  eliminated  in  FY  1994  and  one  unfilled  position  remains  in  the  budget  for  FY 
1994  and  FY  1995.  This  position  will  remain  unfilled  pending  reevaluation  of  the  FCSIC's  work  load  for  FY  1994  and  FY  1995. 

Mr.  DURBIN.  As  Chairman  of  FCSIC,  Mr.  Byrne,  what  are  you 
doing  to  assure  your  administrative  costs  are  monitored  and  effi- 
cient? 

Mr.  Byrne.  The  FCSIC  operates  with  a  small  core  staff  of  full- 
time  employees.  The  number  of  full-time  permanent  staff  is  kept 
low  by  relying  on  the  FCA  for  many  administrative  services.  By 
looking  to  the  FCA  and  reimbursing  them  for  these  services,  the 
FCSIC  does  not  have  to  employ  additional  full-time  permanent 
staff.  In  1993,  the  FCSIC  realized  substantial  savings  as  a  result 
of  its  decision  to  contract  for  accounting  and  financial  reporting 
services  rather  than  purchase  its  own  system.  The  FCSIC  also 
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minimizes  costs  through  the  use  of  other  contract  services  when- 
ever possible.  For  example,  should  the  FCSIC  be  appointed  as  re- 
ceiver, specialized  asset  valuation  and  accounting  services  may  be 
needed.  The  FCSIC  has  established  contractual  arrangements 
which  will  provide  these  specialized  services  on  an  as-needed  basis 
rather  than  adding  staff  to  prepare  for  all  contingencies.  The 
FCSIC  also  uses  multi-year  contract  procurement  to  reduce  costs 
for  recurring  services.  For  example  in  fiscal  year  1992,  the  FCSIC 
procured  multi-year  audit  services  that  are  resulting  in  lower  an- 
nual costs  for  these  services  than  if  they  were  procured  competi- 
tively each  year.  Further,  the  FCSIC's  budget  does  not  include 
funds  for  any  Representation  Allowance,  out-of-town  staff  con- 
ferences, or  other  expenses  such  as  employee  business  cards.  The 
FCSIC's  expenses  are  monitored  closely  by  the  Board  of  Directors 
and  management.  The  Board  requires  quarterly  management  re- 
ports on  budget  progress  during  the  year  including  actual  versus 
budgeted  expenses  and  analysis  of  variances. 

FARMER  MAC 

Mr.  DURBIN.  What  do  you  anticipate  your  assessment  to  be  for 
Farmer  Mac  during  fiscal  year  1995? 

Mr.  Brown.  Unless  the  appropriations  language  specifies  a  dif- 
ferent amount,  the  FCA  will  assess  Farmer  Mac  for  the  Office  of 
Secondary  Market  Oversight — OSMO — budgeted  amount  for  fiscal 
year  1995,  which  is  $368,000.  The  FCA's  practice  has  been  to  a*d- 
just  its  assessment  by  crediting  any  unobligated  balances  from 
prior  years.  Should  the  Congress  specify  a  different  assessment 
amount  for  Farmer  Mac  or  a  different  budget  level  for  OSMO,  the 
FCA  will  assess  Farmer  Mac  the  congressionally-specified  amount. 

Mr.  DURBIN.  Farmer  Mac  reported  operating  losses  during  fiscal 
year  1993.  Please  describe  for  us  how  the  program  is  working  and 
why  they  operated  at  a  loss  last  year? 

Mr.  Brown.  Farmer  Mac  reported  operating  losses  in  fiscal  year 
1993  because  its  volume  of  business  was  inadequate  to  cover  its  op- 
erating expenses.  Farmer  Mac  has  developed  its  programs  to  the 
point  where  management  believes  it  has  demonstrated  the  viability 
of  a  secondary  market  for  agricultural  real  estate  loans.  In  particu- 
lar, four  pools  of  loans  have  been  formed  and  guaranteed  securities 
created.  Two  were  formed  under  the  Linked  Portfolio  Program,  one 
was  a  public  offering,  and  one  was  a  "swap"  transaction.  During 
fiscal  year  1993,  two  poolers  announced  their  development  of  "open 
window"  pooling  programs  and  have  begun  to  purchase  qualified 
loans  to  be  securitized  under  the  Farmer  Mac  I  Linked  Portfolio 
Program.  Furthermore,  Farmer  Mac  II  program  volume  continues 
to  grow.  Despite  these  demonstrations  of  market  feasibility,  trans- 
action volumes  have  been  inadequate  to  cover  Farmer  Mac's  ex- 
penses. For  Farmer  Mac  to  become  and  stay  profitable,  its  business 
volume  must  increase.  However,  the  FCA  is  unable  to  predict  the 
volume  and  timing  of  future  business  transactions  for  Farmer  Mac 
and  whether  this  volume  will  be  sufficient  to  make  Farmer  Mac 
profitable. 
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OFFICE  OF  SECONDARY  MARKET  OVERSIGHT 

Mr.  DURBIN.  How  many  employees  are  there  in  the  Office  of  Sec- 
ondary Market  Oversight?  What  are  their  grades? 

Mr.  Brown.  The  OSMO  has  one  full-time  employee,  the  Office 
Director,  at  grade  VH-43.  The  OSMO  uses  part-time  services  of 
FCA  attorneys,  examiners,  and  other  staff  members  with  the  cost 
charged  to  OSMO's  budget. 

FCS  BUILDING  ASSOCIATION 

Mr.  DURBIN.  Last  February  FCA  had  an  audit  done  of  the  Build- 
ing Association  financial  statement.  For  the  record,  please  provide 
a  copy  of  the  audit  results.  Has  FCA  instituted  a  new  audit  for  this 
year?  If  so,  please  provide  a  copy  for  the  record. 

Mr.  Brown.  The  audit  of  the  December  31,  1993  financial  state- 
ments began  on  March  1,  1994,  and  we  will  furnish  the  subcommit- 
tee with  a  copy  as  soon  as  it  is  available.  A  copy  of  the  audit  of 
the  FCS  Building  Association's  financial  statement  for  the  period 
ending  December  31,  1992  will  be  provided  for  the  record. 

[The  information  follows:] 
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# 


FCS  BUILDING  ASSOCIATION 

FINANCIAL  STATEMENTS 
DECEMBER  31.  1992  AND  1991 
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1801  K  Street  N  W  Telephone  202  833  7932 

Wastilngton,  OC  20006 


Price  Witerhouse  ^j^ 

Report  of  Independent  Accountants 


March  10,  1993 

To  the  Partners  of 

FCS  Building  Association 


In  our  opinion,  the  accompanying  balance  sheets  and  the  related  statements  of  operations, 
of  changes  in  partners'  capital  and  of  cash  flows  present  fairly,  in  all  material  respects,  the 
financial  position  of  FCS  Building  Association  at  December  31,  1992  and  1991,  and  the 
results  of  its  operations  and  its  cash  flows  for  the  years  then  ended  in  conformity  with 
generally  accepted  accounting  principles.  These  flnancial  statements  are  the  responsibility 
of  the  Partnership's  management;  our  responsibility  is  to  express  an  opinion  on  these 
flnancial  statements  based  on  our  audits.  We  conducted  our  audits  of  these  statements  in 
accordance  with  generally  accepted  auditing  standards  which  require  that  we  plan  and 
perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  flnancial  statements  are 
free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  flnancial  statements,  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  and  evaluating 
the  overall  flnancial  statement  presentation.  We  believe  that  our  audits  provide  a 
reasonable  basis  for  the  opinion  expressed  above. 


'  K*<A-    U  3*A V*-'<*^ 


489 

FCS  BUILDING  ASSOCIATION 
BALANCE  SHEETS 


December  31. 
1992  1991 


ASSETS 


Current  assets 

Cash  and  cash  equivalents 
Short-term  investments 
Accounts  receivable 
Prepaid  expenses  and  other  assets 

Total  current  assets 

Property  and  equipment,  net 
Other  assets 

Total  assets 


Current  liabilities 


Accrued  rent  expense 

Total  current  liabilities 

Accrued  rent  expense 
Tenant  security  deposits 

Total  liabilities 

Partners'  capital 

Contributed  capital 
Undistributed  earnings 

Total  partners'  capital 

Total  liabilities  and   partners'  capital 


$  3,813,657 

S     364,643 

1,372,346 

4,150,272 

190,902 

245,609 

98.774 

141.003 

5,475,679 

22,158,863 
57.616 


126,917 

15,660 
5.744 

148.321 


26,409,660 
1.134.177 

27.543.837 

827.692.158 


4,901,527 

22,825347 
83.339 


827.692.158 
LIABIUTIES  AND  PARTNERS'  CAPITAL 

827.810.213 

;rued  expenses                                             i     124,141 

2.776 

8     161,772 
32.094 

193,866 

7,996 

5.744 


207.606 

26,409,660 
1.192.947 

27.602.607 

827.810.213 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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FCS  BUILDING  ASSOCIATION 
STATEMENTS  OF  OPERATIONS 


Year  Ended  December  31. 
19^  1991 


Operating  revenue 

FCA  BssessmentB 
Rental  income 

Office  space 

Telecommunications  equipment 
Other  income 

Total  operating  revenue 

Operating  expenses 

Rent  for  regional  ofiices 
Depreciation  and  amortization 
Real  estate  taxes  and  insurance 
Janitorial  and  other  contract  services 
Maintenance  and  repairs 
Utilities 

Salaries  and  employee  benefits 
Professional  and  consulting  fees 
Management  fees 
Other  expenses 

Total  operating  expenses 

Loss  from  operations 
Interest  income 
Net  (loss)  income 


S2,895.000 

520,383 

219,038 

13.491 

3.647.912 


S3,300,000 

543,097 

249,615 

20.195 

4.112.907 


1,101,027 

1,411,134 

795,993 

833,432 

267,538 

396,603 

480,001 

445,738 

473,878 

376,131 

292,774 

262,916 

243,541 

203,167 

69,603 

95,108 

84,413 

82,570 

101.204 

252312 

3.909.972 

4,359,111 

(262,060) 

(246,204) 

203.290 

295.662 

$   (58.770) 

S  49.458 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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FCS  BUILDING  ASSOCIATION 


STATEMENTS  OF  CHANGES  IN  PARTNERS'  CAPITAL 

December  31,  1990 
Distribution 
Net  income 

Contributed 
Capital 

$27,310,921 
(901,261) 

Undistributed 
Earnines 

$1,143,489 

49.458 

1,192,947 
f58.770) 

$1,134,177 

Total 

$28,454,410 

(901,261) 

49.458 

December  31,  1991 
Net  loss 

26,409,660 

27,602,607 
(58.770) 

December  31,  1992 

«26,409,660 

$27,543,837 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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FCS  BUILDING  ASSOCIATION 
STATEMENTS  OF  CASH  FLOWS 


Cash  flowB  from  operating  activities: 
Net  (loBs)  income 

AdjuBtmentB  to  reconcile  net  (Iobb)  income 
to  net  cash  provided  by  operating  activities: 
Depreciation  and  amortization 
Net  gain  on  disposition  of  furniture  and  equipment 
Decrease  (increase)  in  accounts  receivable 
Decrease  in  prepaid  expenses  and 

other  assets 
(Decrease)  increase  in  accounts  payable  and 

accrued  expenses 
Decrease  in  accrued  rent  expense 

Net  cash  provided  by  operating  activities 

Cash  flows  from  investing  activities: 
Sales  of  short-term  investments 
Purchases  of  short-term  investments 
Dispositions  of  property  and  equipment 
Purchases  of  property  and  equipment 

Net  cash  provided  by  (used  in)  investing  activities 

Cash  flows  from  financial  activities: 

Repayment  of  Jackson  capital  contribution 

Net  increase  (decrease)  in  cash  and  cash 
equivalents 

Cash  and  cash  equivalents,  beginning  of  year 

Cash  and  cash  equivalents,  end  of  year 


Year  Ended  December  31. 

1992 

1991 

t      (58,770) 

S 

49.458 

795,993 
(6,043) 
54,707 

833,432 

(17,369) 
(58,117) 

67,592 

(37,631) 
(21.654) 

794.194 


11,160,478 
(8382,552) 
15,361 
(138.467) 

2.654.820 


3,449,014 

364.643 

S  3.813.657 


76,461 

48,477 
(113.293) 

819.049 


13,297,148 

(13378,823) 

44,449 

(197.795) 

(235.021) 


(901.261) 

(317,233) 

681.876 

$     364.643 


■r' 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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FCS  BUILDING  ASSOCIATION 

NOTES  TO  nNANCIAL  STATEMENTS 

DECEMBER  31.  1992 


NOTE  1  -  ORGANIZATION 

FCS  Building  ABsociation  (FCS)  was  formed  in  1981  to  provide  a  vehicle  for  the  Farm  Credit  System 
banks  to  acquire,  construct,  own,  maintain,  lease  and  dispose  of  physical  facilities  to  house  the  offices 
of  the  Farm  Credit  Administration  (FCA).  FCS  is  a  government-chartered  cooperative  association.  The 
majority  of  FCS's  revenue  is  derived  from  assessments  of  the  member  banks  of  the  Farm  Credit  System 
and,  accordingly,  the  financial  viability  of  FCS  is  principally  dependent  on  the  future  financial  position 
of  the  member  banks. 

FCS  owns  a  building  in  McLean,  Virginia,  of  which  approximately  85%  is  used  for  offices  of  FCA.  The 
remaining  office  space  is  leased  to  various  unrelated  tenants.  FCS  also  leases  ofHce  space  for  other 
FCA  facilities  at  locations  throughout  the  United  States. 

NOTE  2  -  SIGNinCANT  ACCOUNTING  POLICIES 

Cash  and  cash  equivalents  as  well  as  short-term  investments,  which  primarily  consist  of  U.S.  Treasury 
Bills,  are  stated  at  cost,  which  approximates  market  value.  Highly  liquid  investments  purchased  with 
an  original  maturity  of  three  months  or  less  are  considered  to  be  cash  equivalents.  At  December  31, 
1992,  cash  and  cash  equivalents  were  principally  comprised  of  approximately  83.9  million  in  a  money 
market  account.  FCS  has  a  concentration  of  credit  risk  for  cash  equivalents  placed  with  Riggs  National 
Bank  (Riggs).  The  maximum  risk  of  accounting  loss  in  the  event  of  nonperformance  by  Riggs  is 
approximately  83.9  million.    FCS  does  not  anticipate  nonperformance  by  Riggs. 

Fixed  assets  are  stated  at  cost  and  are  depreciated  over  their  estimated  useful  lives  using  the  straight- 
line  method.  Useful  lives  of  five  to  ten  years  are  used  for  furniture  and  equipment,  and  building 
improvements,  forty  years  for  buildings  and  eighteen  years  for  land  improvements.  Leasehold 
improvements  are  amortized  over  the  term  of  the  lease  or  their  useful  life,  whichever  is  shorter. 

Certain  building  space  leases  contain  rent  concessions  whereby  FCS  is  relieved  of  the  obligation  to  pay 
rent  for  several  months.  The  benefit  of  these  rent  concessions  is  recognized  on  a  straight -line  basis  over 
the  terms  of  the  respective  leases.  All  building  space  leases  are  accounted  for  as  operating  leases. 
Leasing  commissions  paid  to  rental  agents  are  recorded  as  other  acsets  and  are  charged  to  expense  over 
the  terms  of  the  tenant  leases. 

No  provision  has  been  made  in  the  accompanying  financial  statements  for  Federal,  state  or  local  income 
taxes  on  partnership  income  since  the  partners  are  taxed  thereon  directly. 

NOTE  3  .  RELATED  PARTY  TRANSACTIONS 

The  member  banks  of  the  Farm  Credit  System  support  the  operations  of  FCS  by  making  payments  of 
annual  operating  assessments  which  are  billed  to  the  banks  quarterly.  The  annual  assessment  is 
determined  at  the  beginning  of  the  year  based  on  FCS's  operating  budget.  The  assessment  may  be 
reduced  or  eliminated  depending  on  FCS's  cash  requirements.  For  the  year  ending  December  31, 1993, 
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no  asBesBinent  will  be  charged  to  the  member  banks  due  to  the  substantial  cash  and  investment 
balances  held  by  FCS  at  December  31,  1992.  Additionally,  FCS  allocated  approximately  $1.2  million 
of  the  investment  balance  to  a  capital  reserve  for  certain  building  improvements  and  maintenance  at 
January  1,  1993. 

During  1988,  the  Federal  Land  Bank  of  Jackson,  Mississippi  (Jackson)  went  into  receivership.  During 
1991,  Jackson's  capital  contribution  of  approximately  S900,000  was  returned  in  accordance  with  Article 
II,  SecUon  2  of  the  FCS  Bylaws. 

FCS  leases  teleconununication  equipment  to  FCA  under  an  operating  lease  that  is  renewable  annually. 
Accounts  receivable  at  December  31,  1992  and  1991  include  approximately  9191,000  and  $237,000, 
respectively,  due  from  FCA  for  telecommunications  equipment  rentals,  telephone  expenses  and  other 
reimbursable  disbursements.  During  1992,  FCS  received  approximately  S80,000  in  rental  income  from 
a  related  party. 

NOTE  4  .  PROPERTY  AND  EQUIPMENT 

Property  and  equipment  consists  of: 


December  31. 


Land  and  improvements 
Building  and  improvements 
Furniture,  fixtures  and  equipment 
Telecommunications  system 
Field  office  furniture  and  fixtures 

Less:    accumulated  depreciation 

NOTE  5  •  RETIREMENT  BENEFITS 


1992 

I   8,170,427 

16,980.410 

3,287,426 

1,626,188 

940.568 

31,005,019 

(8.846.1561 

$22.158.863 


1991 

$   8,170,427 

16,937,544 

3,213,055 

1,626,188 

982.378 

30,929.592 

(8.104.2451 

$22.825347 


FCS  employees  participate  in  the  Farm  Credit  District  of  Baltimore's  defined  benefit  retirement  plan. 
Contributions  to  the  retirement  plan  of  approximately  $10,000  and  $12,000  were  paid  by  FCS  for  the 
years  ended  December  31.  1992  and  1991,  respectively. 

NOTE  6  -  TENANT  LEASES 

At  December  31,  1992,  future  minimum  lease  rentals  on  non-cancelable  operating  office  and 
telecommunication  leases  with  unrelated  parties  (which  are  subject  to  escalation  based  on  changes  in 
the  Consumer  Price  Index)  total  approximately  $542,000  and  $226,000  for  the  years  ended  December 
31,  1993  and  1994,  respectively. 
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NOTE  7  •  COMMITMENTS 

FCS  also  leases  office  facilities  for  several  FCA  field  offices  under  operating  leases.    Future 

minimum  lease  payments  as  of  December  31,  1992  are  as  follows: 

1993  S   938.598 

1994  938.598 

1995  917.255 

1996  610.714 

1997  115.295 
Minimum  lease  payments  $3.520.460 
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Mr.  DuRBiN.  How  much  cash  on  hand  did  the  Building  Associa- 
tion Fund  have  at  the  beginning  of  fiscal  years  1991,  1992,  1993 
and  1994? 

Mr.  Brown.  A  table  providing  information  on  the  amount  of  cash 
on  hand  the  FCS  Building  Association  Fund  had  at  the  beginning 
of  fiscal  year  199 1  through  fiscal  year  1994  will  be  provided  for  the 
record. 

The  1993  financial  audit  is  underway  and  should  be  completed 
within  the  next  few  weeks.  We  will  be  pleased  to  provide  the  sub- 
committee the  December  31,  1993  figures  once  the  audit  is  re- 
ceived. The  audit  is  expected  to  show  a  significant  reduction  in  the 
levels  of  cash  and  investments  from  the  previous  years'  due  to  the 
Board's  determination,  based  on  an  engineering  study,  that  the 
previous  level  of  reserve  was  not  necessary.  As  a  result  of  the  engi- 
neering study,  a  capital  reserve  account  and  an  operating  reserve 
account — versus  a  single  reserve  account — were  established.  To  ad- 
just the  balances  of  these  reserve  accounts  toward  their  target  lev- 
els, funds  were  transferred  from  short-term  investments  to  the 
cash  and  cash  equivalents  account.  This  transfer  of  funds  enabled 
the  FCS  Building  Association  to  operate  in  1993  without  an  assess- 
ment to  System  institutions.  The  capital  reserve  account  has  been 
adjusted  to  its  targeted  level  based  on  a  replacement  schedule  and 
the  operating  reserve  will  be  close  to  its  specified  level  by  Decem- 
ber 31,  1994. 

[The  information  follows:] 

FCS  BUILDING  ASSOCIATION  AMOUNT  OF  AUDITED  CASH  AND  SHORT-TERM  INVESTMENT  LEVELS 

[In  actual  dollars] 

D„,„j     J   .  Cash  and  cash         Short-term  in- 

'^^""'"'  ^""'"8  equivalents  vestments 

December  31.  1990 $681,876  $4,068,597 

December  31,  1991  364,643  4,150,272 

December  31,  1992 3,813,657  1,372,346 

December  31,  1993 (')  (') 

>  Not  available. 

Mr.  DURBIN.  What  will  your  assessment  to  the  Farm  Credit  Sys- 
tem be  this  year  for  the  building  fund  expenses? 
Mr.  Brown.  The  1994  assessment  is  $1,814,000. 

CONDITION  OF  THE  FARM  CREDIT  SYSTEM 

Mr.  DURBIN.  For  the  record,  please  provide  a  table  showing  the 
loan  volume  of  Farm  Credit  institutions  over  the  last  ten  years. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

10-Year  Trend  of  Gross  Loans  Outstanding  to  Farm  Credit  System  Borrowers 

Yearend:  Amount  (millions) 

1984  $79,803 

1985  69,805 

1986  58,249 

1987  52,498 

1988  51,428 

1989  50,707 

1990  51,172 

1991  51,457 
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1992  52,407 

1993  53,268 

SYSTEM  OPERATING  EXPENSES 

Mr.  DURBIN.  Mr.  Brown,  for  the  record,  please  provide  a  table 
showing  the  operating  expenses  as  a  percentage  of  loan  volume  of 
System  institutions  from  1984  through  1993. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

10-YEAR  TREND  OF  FARM  CREDIT  SYSTEM  OPERATING  EXPENSES  AS  A  PERCENTAGE  OF  TOTAL 

LOAN  VOLUME 
[In  millions  of  dollars] 

Operating  expenses 
Year  Total  loan  volume         Operating  expenses         as  a  percentage  of 

total  loan  volume 

1984  $79,803        $889.9         1.11 

1985  69,805  899.9  1.29 

1986  58,249  809.9  1.39 

1987  52.498  786.1  1.50 

1988  51,428  725.7  1.41 

1989  50,707  733.3  1.45 

1990  51,172  735.2  1.44 

1991  51,457  760.3  1.48 

1992  52,407  782.4  1.49 

1993  >  53,268        601.3         1.51 

■  Since  December  31.  1993  information  is  not  yet  available,  operating  expenses  for  1993  are  as  of  September  30,  1993.  The  operating  ex- 
penses ratio  has  been  annualized  lor  comparison  purposes. 

LOAN  PERFORMANCE  CATEGORY 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  of  the  elements 
of  the  System,  showing,  by  Farm  Credit  district,  information  on  the 
percentage  of  total  value  of  loans  classified  as  performing,  restruc- 
tured, other  high-risk  or  non-accrual. 

Mr.  Brown.  The  requested  information  will  be  provided  for  the 
record. 

[The  information  follows:] 

FARM  CREDIT  SYSTEM  LOANS  BY  PERFORMANCE  CATEGORY'  EXPRESSED  AS  A  PERCENTAGE  OF 
TOTAL  LOAN  VOLUME  AS  OF  DECEMBER  31,  1993 

Performing  2        I'^.^TJ^f^        Restructured         Nonaccrual 
°  due  accruing 

Farm  credit  banks  and  afliliated  associations:-^ 

Springfield  96.84  .06  0  3.10 

Baltimore 96.32  .12  .27  3.29 

Columbia  -^ 96.88  .03  .80  2.29 

Louisville  95.09  .04  2.39  2.48 

Omaha 94.74  .13  1.89  3.24 

Wictiila  95.43  .04  2.04  2.49 

Texas  97.18  .05  .25  2.52 

Western 95.27  .04  .41  4.28 

Spokane 90.77  .08  2.33  6.82 

AgriBank 93.73  .07  2.00  4.20 

Banks  for  cooperatives: 

Springfield  BC 100  0  0  0 

St.  Paul  BC  99.82  0  0  .18 

CoBank 99^0 ^1 J09 .10 

'  To  promote  consistency  with  industry  practices  pertaining  to  problem  loan  accounting  and  reporting,  the  FCA  published  regulations  to 
eliminate  the  "other  high-risk  loans"  category.  The  amended  regulations  became  effective  December  31,  1993.  Accordingly,  the  table  pre- 
sented was  prepared  in  accordance  with  the  revised  reporting  standards. 

2  Includes  loans  that  do  not  meet  the  definition  for  nonaccrual,  restructured,  or  loans  90  days  past  due  still  accruing  interest. 
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J  After  a  series  of  mergers  consummated  by  the  Farm  Credit  Banks  and  Banks  for  Cooperatives  under  the  Agricultural  Credit  Act  of  1987, 
Farm  Credit  System  (System)  district  lines  can  no  longer  clearly  depict  the  boundary  of  each  System  Bank's  chartered  territory.  Thus,  loan 
data  grouped  by  Farm  Credit  Bank  and  its  affihated  associations,  in  lieu  of  by  District,  is  provided  to  show  the  performance  status  ol  System 
loans. 

'Reflects  the  merger  of  the  FCB  of  Columbia  and  FICB  of  Jackson,  which  took  effect  on  October  1,  1993. 

FARM  CREDIT  SYSTEM  STRUCTURE 

Mr.  DURBIN.  Can  you  tell  us  how  many  charters  were  canceled 
by  Farm  Credit  System  institutions  during  fiscal  year  1993  and  so 
far  in  1994? 

Mr.  Brown.  Between  October  1,  1992  and  September  30,  1993, 
the  FCA  canceled  the  charters  of  10  Farm  Credit  System  institu- 
tions. During  the  first  six  months  of  FY  1994 — October  1,  1993 
through  March  1,  1994,  the  FCA  canceled  the  charters  of  five  Sys- 
tem institutions. 

Charter  cancellations  were  the  result  of  association  mergers  and 
the  cessation  of  Federal  Land  Bank  Associations'  operations  upon 
assuming  their  direct  lender  status  as  Federal  Land  Credit  Asso- 
ciations. Also,  the  Federal  Intermediate  Credit  Bank  of  Jackson's 
charter  was  canceled  when  it  merged  into  the  Farm  Credit  Bank 
of  Columbia  and  the  Farm  Credit  Bank  of  Louisville's  charter  was 
canceled  when  it  merged  into  AgriBank,  FCB.  The  Farm  Credit 
System  Assistance  Board's  charter  was  canceled  upon  its  termi- 
nation under  the  statue. 

Mr.  DURBIN.  Mr.  Brown,  without  providing  any  proprietary  infor- 
mation, are  you  aware  of  any  significant  System  mergers  in  the  off- 
ing? Is  the  Farm  Credit  Administration,  in  any  way,  assisting  with 
those? 

Mr.  Brown.  The  consolidation  of  the  Farm  Credit  Banks  of 
Omaha  and  Spokane  is  expected  to  be  effective  on  April  1,  1994, 
with  the  resulting  bank  to  be  named  AgAmerica,  FCB.  We  are 
aware  of  other  Farm  Credit  System  banks  that  are  discussing  the 
possibility  of  merging  to  form  an  Agricultural  Credit  Bank.  An  Ag- 
ricultural Credit  Bank  can  be  formed  by  the  consolidation  of  a 
Farm  Credit  Bank  and  a  Bank  for  Cooperatives.  However,  action 
to  formalize  any  merger  intentions  has  yet  to  occur.  We  are  also 
aware  of  one  Farm  Credit  District  that  is  considering  a  significant 
consolidation  of  its  associations.  Should  merger  requests  result 
from  these  discussions,  the  resulting  mergers  may  halve  the  num- 
ber of  associations  currently  in  existence  in  that  district.  Until  such 
time  that  these  banks  and  associations  take  formal  action,  the 
Agency  will  provide  only  the  assistance  requested  by  the  constitu- 
ent institutions. 

AGRIBANK,  FCB 

Mr.  DURBIN.  A  couple  of  years  ago,  the  merger  of  the  St.  Paul 
and  St.  Louis  Farm  Credit  Banks  was  finalized.  Early  reports  indi- 
cated there  would  be  significant  overhead  savings  from  this  merg- 
er. Can  you  provide  some  details  as  to  how  the  merger  may  have 
saved  the  bank  in  overhead  costs? 

Mr.  Brown.  Prior  to  consolidation,  the  Farm  Credit  Bank — 
FCB — of  St.  Paul  and  the  FCB  of  St.  Louis  had  combined  operating 
budgets  of  $55  million  for  1991.  The  consolidation  disclosure  sub- 
mission to  the  FCA  projected  AgriBank's  ongoing  annual  operating 
costs  at  $45  million,  resulting  in  a  projected  savings  of  $10  million 
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per  year.  AgriBank's  actual  operating  costs  for  1992  and  1993  were 
$42.9  million  and  $43.9  million,  respectively. 

The  greatest  amount  of  savings  was  to  come  from  a  significant 
reduction  in  staff.  At  yearend  1991  the  FCB  of  St.  Paul  and  the 
FCB  of  St.  Louis  had  a  combined  total  staff  of  568.  The  consolida- 
tion disclosure  submission  projected  the  staff  level  would  drop  to 
426  for  ongoing  AgriBank  operations.  At  yearend  1993,  AgriBank 
had  431  employees. 

Mr.  DURBIN.  Are  you  able  to  tell  if  any  of  these  savings  translate 
into  lower  interest  rates  to  the  borrower? 

Mr.  Brown.  It  should  be  noted  that  AgriBank  no  longer  makes 
loans  directly  to  farmers,  but  rather  to  the  associations.  Whether 
in  the  form  of  reduced  interest  rates  or  some  other  benefit,  savings 
from  the  AgriBank  merger  will  be  realized  by  farmers  because  they 
are  the  owners  of  the  associations. 

Recent  data  indicate  the  cost  of  associations'  funds — average 
wholesale  rate — from  AgriBank  has  declined  since  the  merger. 
While  the  lower  average  wholesale  rate — from  AgriBank — is  likely 
to  include  savings  brought  about  by  the  merger,  other  factors  are 
also  involved.  These  factors  include  the  general  reduction  in  mar- 
ket interest  rates,  which  reduces  AgriBank's  funding  costs,  and  a 
conversion  to  marginal  cost  pricing. 

RISK  ASSESSMENT  PROJECT 

Mr.  DURBIN.  For  the  record,  please  describe  the  status  of  the 
FCA  risk  assessment  project. 

Mr.  Brown.  The  Risk  Assessment  Project  has  three  major  steps: 
first,  to  identify  and  prioritize  risks  facing  the  Farm  Credit  System; 
second,  to  assess  each  risk  and  develop  recommendations  for  appro- 
priate action;  and  third,  to  develop  and  implement  an  ongoing  risk 
assessment  process. 

Step  one  is  nearly  complete.  The  agency  has  surveyed  FCA  man- 
agement and  staff,  outside  experts,  and  Farm  Credit  System  man- 
agement to  produce  a  list  and  description  of  risks  facing  the  Sys- 
tem and  to  assist  in  determining  priorities.  This  resulted  in  the 
identification  of  24  issue  areas  under  four  broad  categories.  Within 
the  next  few  weeks,  staff  will  recommend  risk  priorities  to  the 
agency's  senior  management. 

Step  two  has  already  begun  with  the  formation  of  two  task  forces 
to  consider  the  risks  associated  with  issues  relating  to  the  emerg- 
ing changes  in  farm  policy  and  the  use  of  financial  derivatives.  Ad- 
ditional task  forces  will  be  formed  based  on  the  FCA  Board's  final 
determination  of  priorities  among  the  risks  identified. 

foreign  travel 

Mr.  DURBIN.  Occasionally,  there  have  been  instances  where  a 
Farm  Credit  Administration  employee  has  traveled  to  foreign  coun- 
tries. Were  there  any  instances  of  foreign  travel  during  fiscal  year 
1993,  and  if  so,  please  provide  the  purpose  of  the  trip,  the  cost,  and 
the  location? 

Mr.  Brown.  No  FCA  employee  traveled  to  any  foreign  country  for 
FCA  business  during  fiscal  year  1993. 

Mr.  DURBIN.  Thanks  for  your  testimony.  Mr.  Skeen. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 
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Mr.  Brown,  Mr.  Byrne,  I  want  to  follow  on  with  the  Chairman's 
compliments  and  they  are  hard  to  come  by  in  this  business,  agri- 
culture being  what  it  is.  I  think  it  goes  back  to,  once  again,  when 
the  chairman  and  I  were  on  CSPAN  the  other  night  discussing  ag- 
riculture and  so  forth  and  we  received  a  few  calls  asking  why  can't 
you  run  agriculture  enterprises  like  you  run  a  regular  business. 
And  what  I  want  to  say  to  those  folks  who  keep  asking  that  ques- 
tion is,  why  don't  you  buy  a  farm  and  try  it?  If  you  are  such  a 
damn  good  businessman,  we  would  enjoy  having  your  money  in- 
volved in  one  of  these  agricultural  projects. 

Right  now  in  our  part  of  the  country  the  ranches,  so  forth,  are 
being  bought  by  entertainers  who  make  a  heck  of  a  lot  of  money 
somewhere  else.  But  they  never  were  in  the  business  to  begin  with. 

Let's  start  from  the  beginning.  When  I  first  came  here,  about  4 
percent  of  the  population  of  this  country  was  in  farming.  What  is 
it  today? 

Mr.  Brown.  Less  than  two  percent. 

Mr.  Skeen.  Less  than  two.  Because  the  1980s  wrung  out  an 
awful  lot  of  them.  If  it  hadn't  been  for  the  Farm  Credit  System, 
there  wouldn't  have  been  many  farms  left.  Because  this  is  not  a 
business — there  are  more  risks  in  agriculture  than  any  other  t3rpe 
of  business,  and  I  am  not  excusing  that,  but  you  have  less  control 
over  your  income  and  outgo.  You  buy  everything  retail  and  you  sell 
everything  you  sell  wholesale.  That  is  a  bad  premise  to  start  oper- 
ating on  in  any  kind  of  a  business. 

But  we  are  in  better  condition  now  because  of  the  way  the  Farm 
Credit  Administration  took  care  of  this  business  and  the  bonds 
they  sold  and  the  markets  strengthened  and  so  forth.  If  we  did  not 
have  this  support,  the  commercial  lenders  wouldn't  be  at  all  inter- 
ested, because  we  are  too  big  a  risk. 

And  I  am  speaking  as  an  agricultural  producer.  Is  that  not  the 
case  in  most  cases?  Because  the  risk  assessment,  as  you  mentioned 
earlier  in  the  commercial  banks,  when  times  get  real  tough,  the 
first  people  to  go  under  are  the  agricultural  producers.  And  that  is 
I  think  epitomized  by  the  very  fact  that  about  half  of  the  popu- 
lation or  the  percentage  of  the  population  that  was  involved  in  ag- 
riculture in  the  1980s  and  the  1990s  now  is  just  not  there,  they  are 
out. 

I  ask  you  about  the  bonds,  the  agricultural  bonds  that  are  being 
sold,  and  you  tell  me  that  they  are  very  strong.  The  interest  rates 
are  what? 

Mr.  Byrne.  They  are  currently  running  4  to  5  basis  points  over 
Treasuries  for  comparable  issues,  although  recently  there  have 
been  some  issues  that  actually  sold  less  than  Treasuries. 

Mr.  Skeen.  Well,  you  mentioned  most  of  your  institution's 
CAMEL  ratings,  which  reflected  the  capital  assets  and  manage- 
ment and  earnings,  carry  a  higher  rating.  However,  there  are  few 
which  carry  a  lower  rating.  And  we  mentioned  that  during  the 
farming/ranching  sessions  that  we  had  last  year — raised  concerns 
about  cuts  in  agriculture  programs,  user  fees  and  energy  taxes, 
Can  you  tell  us  what  are  some  of  the  major  concerns  that  are  going 
to  be  this  year  in  connection  with  these  ratings? 
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Mr.  Brown.  Well,  all  things  being  equal,  I  think  they  are  going 
to  improve  like  they  have  over  the  last  five  years.  I  don't  think 
there  is  any  question  about  it. 

Mr.  Skeen.  What  about  the  work  that  we  have  been  doing  in  cut- 
ting programs?  Let's  talk  about  the  ones  that  we  love  to  cut,  that 
really  save  the  world. 

We  cut  out  the  honey  program  and  we  are  in  the  process  of  phas- 
ing down  the  wool  and  mohair  program.  I  have  a  vested  interest, 
I  admit  that  right  off  the  bat. 

Mr.  DURBIN.  You  and  Sam  Donaldson. 

Mr.  Skeen.  Me  and  Sam  Donaldson,  yes.  Sam  is  a  new  neighbor. 
He  just  bought  one,  he  is  one  of  my  new  neighbors. 

Mr.  Myers.  Are  you  anxious  to  see  that? 

Mr.  Brown.  Congressman,  I  think  if  you  do  reduce  the  pay- 
ments, I  am  sure  you  will  see  some  change. 

Mr.  Skeen.  We  are  going  to  have  some  trouble  with  that. 

Mr.  Brown.  Yes,  I  think  you  will  see  some  problems. 

Mr.  Skeen.  We  have  got  commercial  lenders  all  talking  about 
how  they  are  going  to  back  out  of  the  agriculture  areas  in  those 
particular  areas,  because  the  program  is  going  down.  And  we  tried 
to  do  our  best  to  make  these  folks  understand  what  the  programs 
did.  They  put  a  lot  of  capital  back  in  the  System,  and  the  Federal 
Government  got  25  percent  off  the  top.  For  the  first  time,  the  Fed- 
eral Government  got  some  income  tax  money  from  these  folks  that 
produced  agricultural  projects.  But  no  one  seems  to  understand 
them  and  we  have  got  to  cut  this  budget. 

I  understand  that.  But  they  don't  know  what  they  are  doing 
when  it  comes  to  the  actual  on-the-ground  operation  of  these  par- 
ticular enterprises.  We  talked  at  length  about  risk  assessment  and 
specific  cuts  in  the  programs  and  I  think  you  are  saying  that  your 
risk  analysis  is  going  to  show  that  it  is  going  to  have  effect  on  the 
kind  of  lending  practices,  but  you  have  still  got  a  strong  market. 

Mr.  Brown.  Yes,  sir. 

Mr.  Skeen.  Let  me  ask  you  now  about  your  personnel,  because 
I  understand  that  the  Secretary  is  very  much  interested  in  person- 
nel reductions.  Is  this  a  problem  for  you  folks? 

Mr.  Brown.  No,  sir.  It  is  not  a  problem.  We  are  going  to  meet 
the  requirements.  We,  in  the  last  five  years,  have  reduced  FTEs  by 
over  a  hundred. 

Mr.  Skeen.  Have  you? 

Mr.  Brown.  Yes,  sir.  And  that  reduction  is  going  to  continue  to 
take  place.  In  fact,  I  have  got  some  figures  here. 

Mr.  Skeen.  While  you  are  looking  at  those  figures,  would  you 
give  me  some  idea  how  many  of  these  folks  have  agricultural  back- 
grounds and  how  many  of  them  have  just  straight  banking?  Is 
there  a  pretty  good  balance? 

Mr.  Brown.  Well,  it  would  be  a  combination  of  both.  Of  course, 
our  examiners  we  recruit  from  the  land  grant  universities,  so  they 
will  have  some  agricultural  training.  But  a  lot  of  them  don't  have 
any  agricultural  background. 

Mr.  Skeen.  But  they  have  had  mostly  experience  in  banking  or 
financial  management,  things  like  that? 

Mr.  Brown.  That  is  true.  Let  me  digress  for  just  a  moment.  The 
FCA  staff  level  for  fiscal  year  1995  set  by  the  Office  of  Manage- 
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ment  and  Budget  is  441  FTEs.  That  is  for  1995.  The  FCA  antici- 
pates a  reduction  to  428.1  FTEs  by  1995.  So  we  are  actually  cut- 
ting more  than  what  0MB  set  for  us. 

Mr.  Skeen.  You  still  maintain  your  efficiency? 

Mr.  Brown.  Yes,  sir. 

Mr.  Skeen.  And  you  recruit  these  folks  mostly  from  where? 

Mr.  Brown.  We  primarily  recruit  from  land  grant  universities  to 
fill  the  examiner  and  financial  analyst  positions. 

Mr.  Skeen.  Once  again,  I  think 

Mr.  Brown.  Of  course,  we  are  not  recruiting  anybody  right  now. 

Mr.  Skeen.  No,  evidently  not.  Well,  I  appreciate  what  you  do  and 
the  way  you  do  it.  And  I  think  that  we  should  re-educate  people 
who  have  lost  their  touch  with  their  agricultural  background,  be- 
cause some  years  ago,  two  or  three  generations  back,  people  kind 
of  understood  exactly  what  it  took  to  operate  an  agricultural  enter- 
prise. 

We  have  gone  a  long  way  from  those  roots  and  maybe  we  need 
to  do  a  better  job  of  trying  to  re-educate  the  public  in  general.  I 
know  one  thing,  if  you  shut  down  the  food  supply  you  would  hear 
about  it  real  quick. 

Thank  you  very  much. 

Mr.  Durbin.  Thanks,  Mr.  Skeen.  Mr.  Peterson. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman.  I  will  be  very  brief. 

I  want  to  piggyback  off  of  what  Mr.  Skeen  was  talking  about, 
and  ask  how  do  you  see  your  role  as  some  of  the  other  community 
banks  get  out  of  agriculture  lending?  Is  that  going  to  bring  up  your 
volume?  Have  you  seen  that  happening  as  you  mentioned  in  Sac- 
ramento and  others?  Does  that  bring  a  big  pulse  into  your  market 
area  or  does  that  just  stay  the  same? 

Mr.  Brown.  Actually,  the  commercial  banks  have  increased  their 
market  share. 

Mr.  Peterson.  But  that  is  in  the  good  times. 

Mr.  Brown.  Yes,  that  is,  even  today. 

Mr.  Peterson.  Even  today? 

Mr.  Brown.  Yes,  sir. 

Mr.  Peterson.  Okay.  And  so  the  next  question  then,  as  you  are 
merging  and  making  yourself  more  efficient,  are  you  seeing  your 
same  volumes  or  are  you  seeing  your  volumes  increasing? 

Mr.  Brown.  The  System's  volume  has  been  fairly  stable.  The 
mergers  have  not  affected  the  number  of  loans. 

Mr.  Peterson.  Right,  but  the  access  points  change  a  little  bit, 
right? 

Mr.  Brown.  Not  necessarily,  but  the  purpose,  of  course,  of  merg- 
ing is  to  reduce  cost. 

Mr.  Peterson.  And  I  am  all  for  that;  I  am  just  wondering  if  that 
has  made  any  difference  at  all  to  your  level  of  loan. 

Mr.  Brown.  Not  appreciably.  We  anticipate  those  savings  to 
come. 

Mr.  Peterson.  Okay.  You  began  merging  Jackson  and  Columbia 
at  the  end  of  last  year.  Is  that  process  complete? 

Mr.  Brown.  The  process  is — the  stockholders  of  those  two  banks 
agreed  to  merge.  They  came  to  us  with  an  intent  to  merge.  Then 
they  have  a  stockholder  vote,  and  once  they  meet  all  the  require- 
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ments  of  merging,  then  we  allow  it.  But  actually  it  is  a  stockholder 
decision  to  merge. 

Mr.  Peterson.  And  what  is  the  status  on  that  decision? 

Mr.  Brown.  That  has  been  completed.  Yes,  October  the  31st. 

Mr.  Peterson.  Can  you  give  me  just  a  little  bird's  eye  view  of 
what  kind  of  efficiencies  come  when  those  mergers  take  place? 

Mr.  Brown.  I  am  not  sure  that  I  can  right  off  the  top  of  my  head. 
Mr.  Byrne,  can  you  help  out  here? 

Mr.  Byrne.  I  can  give  you  a  number.  I  know  that  the  projected 
efficiencies  when  St.  Louis  merged  with  St.  Paul  were  about  $10 
million  a  year  in  anticipated  administrative  cost  savings. 

Mr.  Peterson.  Okay. 

Mr.  Byrne.  But  keep  in  mind,  that  doesn't  necessarily  change 
the  number  of  actual  geographical  access  points  in  the  System. 

Mr.  Peterson.  I  understand.  You  still  have  a  facility  in  Mariana 
to  take  care  of  the  north  Florida  farmers  where  your  rep  in  my 
area,  Jim  Alberts,  is  doing  a  great  job.  I  sat  down  and  talked  to 
him  about  the  issues  down  there,  but  I  never  quite  understood 
what  that  merging  was  going  to  do,  as  it  was  to  apply  to  the  aver- 
age farmer.  My  concern  was  the  System  could  be  able  to  service  all 
the  accounts  despite  the  extra  distances  and  so  on  and  so  forth.  I 
am  happy  to  hear  that  has  been  successful. 

Finally,  and  I  commend  what  is  happening  here,  there  have  been 
some  concerns  expressed  that  perhaps  some  higher  assessments 
have  been  assigned  than  found  in  comparable  sectors,  but  it  seems 
those  assessments  are  coming  down  and  becoming  more  realistic 
and  we  applaud  your  efforts  and  also  the  administration  for  taking 
a  role  in  doing  that.  And  I  think  from  the  committee  standpoint  it 
makes  our  job  easier  as  well.  So  I  thank  you  for  what  you  are  doing 
and  appreciate  the  opportunity  to  speak  with  you  today. 

Mr.  DURBIN.  Thanks,  Mr.  Peterson.  Mr.  Myers. 

Mr.  Myers.  Well,  thank  you,  Mr.  Chairman. 

And  Chairman  Brown,  thank  you  for  appearing  again.  When  I 
worked  for  a  living,  I  ran  a  little  country  bank.  Always  disturbed 
me,  I  could  buy  Federal  intermediate  credit  bank  debentures  with- 
out any  problem.  I  had  to  hold  them  as  loans  at  that  particular 
time,  but  they  paid  a  little  better,  as  you  still  do,  on  Treasury,  little 
better  back  then,  30  years  ago,  than  they  do  now. 

But  I  could  loan  across  the  street,  production  credit,  they  would 
borrow  money,  use  that  money,  but  I  couldn't  make  the  loan  to 
some  farmers  because  of  examiners.  We  are  critical  of  commercial 
banks  sometimes,  but — and  I  don't  know,  I  haven't  run  a  bank  for 
a  good  many  years,  but  I  do  know  we  were  criticized  quite  fre- 
quently because  of  the  financial  statement. 

Even  when  I  knew  the  farmers,  I  made  some  loans  once  in  a 
while,  I  got  written  up.  But  I  didn't  lose  any  of  those  farmers, 
never  lost  any  money  on  them.  But  it  disturbed  me  I  could  loan  the 
people  across  the  street  the  money  to  loan  the  money  back  that  I 
couldn't  make.  But  nevertheless,  what  is  the  role  of  the  Farm  Cred- 
it institution? 

Mr.  Brown.  What  about  FCA's  mission  statement? 

Mr.  Myers.  Okay.  I  am  all  ears,  as  Ross  Perot  says. 

Mr.  Brown.  We  use  this  in  our  strategic  planning.  "The  Farm 
Credit  Administration  will  provide  an  effective  regulatory  environ- 
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ment  to  facilitate  the  competitive  delivery  of  financial  services  to 
agriculture,  while  protecting  the  public,  the  taxpayer,  and  the  in- 
vestor by  using  wisdom,  sound  judgment,  and  vision." 

Mr.  Myers.  Federal  Land  Bank  exempted — excepted,  I  have  al- 
ways felt  like  it  was  to  make  loans  to  farmers,  farm  producers,  that 
we  couldn't  make  in  the  commercial  side.  A  commercial  bank 
couldn't  make  some  loans,  they  could  take  care  of  that.  The  needy 
producers  who  didn't  qualify  under  existing  law,  either  State  or 
Federal  law,  whether  it  be  a  State  or  Federal,  national  bank,  I  al- 
ways felt  that  was  the  role,  you  make  the  loans  I  couldn't  make 
when  I  was  a  banker.  You  think  it  is  more  than  that?  You  think 
then — ^you  look  at  the  banks,  your  banks,  as  in  competition  with 
commercial  banks — — 

Mr.  Brown.  Yes,  sir. 

Mr.  Myers  [continuing].  For  the  same  borrower? 

Mr.  Brown.  Yes,  sir,  we  do  compete. 

Mr.  Myers.  Well,  how  are  your  interest  rates  fixed  that  you 
charge  the  borrower? 

Mr.  Brown.  Well,  of  course,  the  discount  comes  from  what  we 
sell  on  Wall  Street.  And  then  the  individual  associations  set  their 
own  interest  rates.  Is  that  the  question? 

Mr.  Myers.  Yes,  I  am  just  trying  to  establish.  That  is  the  way 
I  understood  it.  Each  farmer-owned  board,  and  then  of  course  in 
our  area — doesn't  Louisville  set  the  rates?  Don't  all  have  to  charge 
the  same  rate?  Do  we  find  competition  between  two  production 
credit  associations? 

Mr.  Brown.  Yes,  there  could  be  a  difference  in  interest  rates  be- 
tween associations;  yes,  sir. 

Mr.  Myers.  Then  they  truly  are  established  locally  then,  by  each 
board? 

Mr.  Brown.  Yes,  sir,  each  individual  association. 

Mr.  Myers.  What  about  your  delinquency  rate,  do  you  know 
what  the  delinquency  rates  are  today  among  your  lending  institu- 
tions? 

Mr.  Byrne.  I  can  respond  to  that.  Just  to  go  back  to  that  original 
question  about  the  need  for  the  System.  As  I  see  the  System's  func- 
tion, it  is  to  provide  a  constancy  of  credit,  that  there  is  somebody 
that  all  they  do  for  a  living  is  to  serve  the  agricultural  sector  of 
the  United  States. 

As  far  as  credit  quality,  we  certainly  would  never  promote  that 
an  institution  provide  credit  to  uncreditworthy  customers.  At  the 
same  time,  if  you  look  at  a  comparison  of  quality  of  credit  for  agri- 
cultural commercial  banks  versus  the  Farm  Credit  System,  what 
you  find,  whether  you  are  looking  at  nonperforming  or  nonaccruing 
loans,  is  that  nonperformance  in  the  Farm  Credit  System  is  about 
twice  as  high  as  for  the  agricultural  commercial  banks.  This  should 
not  be  unexpected  for  an  institution  dedicated  to  agriculture. 

As  far  as  delinquencies  are  concerned,  we  don't  keep  track  of  de- 
linquencies, per  se,  but  nonperforming,  obviously,  and  nonaccruing 
would  be  your  delinquency  categories. 

Mr.  Myers.  Were  you  impacted  by  the  February  4th  decision  or 
by  the  Federal  Reserve  System  to  push  up  the  interest  rates?  Did 
you  have  to  push  yours  up  in  compliance  with  the  Federal  Reserve? 
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Mr.  Byrne.  What  happens  is  that  the  System  sells  paper,  and  it 
is  not  just  bonds.  They  will  sell  notes,  discounted  notes  and  so  forth 
on  Wall  Street.  If  the  cost  of  this  paper  goes  up,  obviously  that  has 
to  be  spread  out  to  all  the  institutions. 

If  the  Fed  funds  rate  goes  up,  although  it  is  not  a  Treasury  rate, 
one  would  assume  that  the  30-day  Treasury  and  the  90-day  Treas- 
ury would  go  up  as  well,  which  they  did,  but  for  not  quite  as  much. 
Thus,  we  would  anticipate  there  would  ultimately  be  an  increased 
cost  to  the  System  as  Treasury  rates  go  up. 

Mr.  Myers.  Well,  I  certainly  think  everybody  ought  to — competi- 
tion is  healthy,  but  when  I  was  running  a  bank,  we  had  plenty  of 
competition  and  I  really  never  looked  upon  production  credit  across 
the  street  as  being  competitive  for  the  same  customers. 

Mr.  Byrne.  Congressman,  if  you  look  at  the  kinds  of  loans  the 
Farm  Credit  System  makes  versus  the  makeup  of  the  loans  that 
the  ag  commercial  banks  do,  you  will  find  that  the  ag  commercial 
banks  do  about  twice  as  many  production  loans  as  long-term,  real 
estate  loans. 

The  Farm  Credit  System  is  just  the  opposite.  In  general,  obvi- 
ously they  can  compete  for  the  same  customer,  but  traditionally 
they  have  been  stronger  on  the  real  estate  side  of  lending  and  the 
commercial  ag  banks  have  been  stronger  on  the  operating  side. 

Mr.  Myers.  Well,  when  I  was  doing  it,  making  loans,  I  never 
charged  farmers  more  than  I  did  the  other  commercial  borrowers. 
A  farmer  is  commercial,  too.  When  we  made  out  a  loan  or  the  real 
estate  mortgage  or  an  operating  loan,  I  put  them  all  in  the  same 
ledger.  We  didn't  separate  them. 

Once  in  a  while  we  had  to  try  to  make  reports,  but  it  is  often 
difficult  in  rural  areas.  Usually  a  farmer  is  involved  in  other 
things,  too.  A  production  loan,  you  could  easily  tag  it  as  such.  But 
I  will  tell  this  story  and  these  people  have  heard,  I  have  been  on 
this  committee  some  years.  Back  when  I  was  running  a  bank,  I 
think  back  then  most  loans  were  6  percent. 

Once  in  a  while  we  might  have  an  8  percent,  and  once  in  a  while 
we  make  a  real  estate  mortgage  5,  but  going  rate  for  an  operating 
loan  was  6  percent.  I  never  forget  going  in  and  asking — or  a  fellow 
came  in  one  day  and  very  seldom  people  ever  ask  interest  rates, 
what  we  charge,  but  he  did  ask,  he  said  what  are  your  rates,  by 
the  way.  I  said  6  percent.  Oh,  I  can  go  across  the  street  and  get 
it  for  5.  I  said  you  know  what  I  would  do,  I  would  go  over  and  get 
it.  Wouldn't  make  me  mad.  Well,  they  are  out  of  money.  PCA  for 
some  reason  didn't  have  any  money  at  the  time.  I  said,  well,  if  I 
was  out  of  money  I  would  make  it  to  you  for  4,  but  we  have  got 
the  money. 

Mr.  Skeen.  You're  all  heart. 

Mr.  Myers.  Well,  I  was  honest.  Well,  you  do  a  good  job.  I  am  not 
trying  to  belittle.  But  I  just  don't  think — maybe  there  are  cases 
where  you  do  serve  as  keeping  interest  rates  down.  If  that  is  to  be 
the  case,  I  congratulate  you  for  it.  But  I  think  maybe  competition 
is  keen  enough  an5rmore  that  service  and  availability  and  access  is 
pretty  important  to  all  farmers. 

But  you  do  a  good  job,  so  thank  you  very  much. 

Mr.  DURBIN.  Mr.  Pastor. 
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Mr.  Pastor.  Good  afternoon.  I  was  reading  your  testimony  and 
I  notice  where  you  are  reducing  FTEs,  but  at  the  same  time  your 
salaries  are  going  up.  How  do  we  deal  with  this? 

Mr.  Brown.  Well,  FCA  must  remain  competitive  for  its  profes- 
sional employees  with  other  regulatory  agencies  and  private  indus- 
try. FCA's  Pay  for  Performance  Program,  instituted  in  January 
1992,  has  as  its  foundation  Pay  for  Performance  increases.  It  would 
be  inconsistent  with  our  entire  pay  program  to  fail  to  reward  em- 
ployees for  quality  job  performance. 

When  FCA  instituted  this  program,  the  agency  eliminated  the 
quality  step  and  merit  pay  increases  and  COLAs  that  are  available 
to  other  government  employees.  All  of  the  above  mechanisms  for 
increasing  government  employees  pay  must  therefore  be  factored 
into  FCA's  compensation  program. 

That  is,  if  FCA  failed  to  Pay  for  Performance,  FCA  employees  fall 
behind;  for  example,  by  not  having  step  and  merit  pay  increases 
available  to  them  and  by  not  receiving  COLAs.  Additionally,  Fed- 
eral statute  requires  FCA  to  maintain  pay  comparability  with  other 
Federal  financial  regulators. 

Mr.  Pastor.  So  you  are  just  keeping  up  with  the  cost  of  living, 
and  looking  to  reward  outstanding  performance. 

Mr.  Brown.  Pay  for  Performance  is  what  we  are  trying  to  do.  We 
went  to  this  method  in  1992. 

Mr.  Pastor.  So  it  is  more  expensive  to  have  fewer  people  on 
staff. 

Mr.  Brown.  Sorry? 

Mr.  Pastor.  It  is  more  expensive  to  employ  a  smaller  number  of 
people,  is  that  what  you  are  telling  us? 

Mr.  Brown.  Well,  the  Agency  has  a  mighty  fine  staff  of  well- 
trained  professional  people,  and  in  order  to  keep  them,  we  are 
going  to  have  to  pay  them;  yes,  sir. 

Mr.  Pastor.  One  other  comment  is  that,  on  page  21,  you  refer 
to  your  objective  of  completing  the  1995  audit  of  the  FCA's  finan- 
cial statements  internally.  Yet  there  is  a  budget  of  $125,000  for 
conducting  an  external  audit  if  it  is  deemed  necessary. 

Is  this  something  unusual?  Don't  you  do  your  audits  internally, 
year  after  year? 

Mr.  Brown.  Page  21? 

Mr.  Pastor.  Page  21  of  your  testimony,  it  is  the  second  bullet. 

Mr.  Byrne.  Congressman,  not  all  agencies  have  an  external 
audit  done  of  their  books,  their  internal  controls,  and  so  forth.  We 
do  have  an  Inspector  General  and  the  Inspector  Cieneral  does  the 
normal  tasks  that  are  required.  Doing  an  audit  of  the  scope  and 
size  that  we  are  contemplating  has  the  possibility  of  requiring  an 
outside  auditor  to  supplement  the  staff  that  the  IG  has.  So  I  don't 
think  this  is  a  particularly  unusual  thing. 

If  you  look  at  some  agencies  at  USDA,  you  will  find  that  they 
have  the  USDA  Inspector  General  who,  in  turn,  might  use  a  big 
six  audit  firm  to  complete  an  audit  of  that  agency.  This  is  some- 
thing that  would  not  be  unusual. 

I  have  only  been  at  the  Agency  for  two  years,  but  I  think  histori- 
cally the  FCA  has  not  had  an  audit  done  every  year,  if  I  am  not 
mistaken.  This  is  something  that  is  relatively  new  for  the  Agency. 

Mr.  Pastor.  How  often  do  you  have  an  audit? 
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Mr.  Byrne.  We  are  anticipating  that  we  will  have  an  audit  on 
an  annual  basis. 

Mr.  Pastor.  So  how  do  you  reconcile  the  books?  How  do  you  do 
it? 

I  mean,  in  the  past  has  that  been  a  problem?  You  haven't  had 
annual  audits,  is  that  why  you  are  doing  this  now?  Has  it  been  a 
problem  in  the  past? 

Mr.  Byrne.  Well,  I  am  personally  not  aware  of  a  problem  in  the 
past.  It  is  just  that  in  our  effort  to  upgrade  the  management  of  the 
Agency,  we  think  this  is  something  that  is  very  important  to  do. 
I  personally  was  surprised  to  come  to  the  Agency  and  find  out  it 
wasn't  having  annual  audits. 

Mr.  Pastor.  I  am  surprised,  also. 

Mr.  Byrne.  But  that  is  not  unusual.  I  was  the  administrator  of 
REA  before  I  came  here  and  I  know  at  the  REA  they  would,  about 
every  six  or  seven  years,  have  an  audit,  and  we  got  them  on  a  regu- 
lar annualized  audit  schedule.  It  is  just  something  that  hadn't  al- 
ways been  done  and  now  we  are  planning  to  do  it  in  the  future  on 
an  ongoing  basis. 

Mr.  Pastor.  When  was  the  last  audit? 

Mr.  Stoehr.  If  you  are  speaking — I  am  the  Inspector  (General.  If 
you  are  speaking  of  a  financial  audit,  the  Agency  has  never  had  a 
financial  audit.  The  Inspector  General  Office  was  only  created  five 
years  ago,  and  while  there  are  regular  program  audits  and  finan- 
cial related  audits,  there  has  never  been  an  audit  of  the  financial 
statements.  And  this  will  be  the  first. 

Mr.  Pastor.  This  will  be  the  first? 

Mr.  Stoehr.  This  will  be  the  first  one,  and  it  is  probably  initi- 
ated because  we  have  had  a  fair  amount  of  financial  management 
problems  in  the  past.  They  are  now  being  addressed. 

Mr.  Pastor.  Thank  you. 

Mr.  Byrne.  Congressman,  I  want  to  be  sure  now  we  are  just 
talking  about  the  Agency,  not  the  Farm  Credit  System. 

Mr.  Pastor.  Well,  it  says  the  FCA's  financial  statements. 

Mr.  Byrne.  Right.  That  is  not  the  Farm  Credit  System's  finan- 
cial statement.  They  do  have  an  annual  audit  which  they  use  on 
Wall  Street,  so  there  is  a  big  difference  between  a  statement  just 
for  the  Agency  itself  and  a  statement  for  the  System.  The  System's 
statement  is  prepared  annually  and  it  is  subject  to  external  audit. 

Mr.  Pastor.  Okay,  thank  you. 

Mr.  DURBIN.  Mr.  Thornton. 

Mr.  Thornton.  Mr.  Chairman,  one  of  the  hazards  of  coming  into 
a  fine  hearing  like  this  a  little  late  is  that  all  the  good  questions 
have  been  asked.  I  have  no  further  questions. 

Mr.  DURBIN.  Thank  you,  Mr.  Thornton. 

Any  other  questions  from  the  panel? 

A  member  of  our  subcommittee,  Congresswoman  Kaptur,  has  a 
few  questions  she  would  like  answered  for  the  record. 

I  thank  the  gentlemen  for  joining  us  today  and  we  will  be  back 
in  touch  with  you  with  some  follow-up  questions.  Appreciate  it. 

Mr.  Brown.  Thank  you  very  much. 
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CONDITION  OF  THE  FARM  CREDIT  SYSTEM 

Ms.  Kaptur.  Throughout  your  testimony,  you  talk  about  farm  income  and  how 
farm  income  is  improving.  Is  this  the  result  of  increased  agricultural  production  or 
is  this  the  result  of  farmers  having  to  work  off  the  farm  to  have  enough  income  to 
remain  in  operation?  How  does  the  Farm  Credit  Administration  define  farm  income? 
Does  it  take  into  account  off-farm  income  for  small  farmers? 

Response.  My  references  to  improving  farm  income  relate  to  the  USDA's  farm  in- 
come accounts  and  more  specifically  to  net  cash  farm  income.  This  is  the  income 
resulting  from  the  production  and  sale  of  agricultiu-al  products  less  appropriate  cash 
expenses.  It  does  not  include  off-farm  income.  According  to  USDA,  the  sector  had 
a  record  high  net  cash  income  of  $59  billion  in  1993.  It  has  been  high  for  various 
reasons  over  the  past  few  years.  In  general,  this  has  been  because  of  increased  pro- 
duction; in  some  instances,  higher  average  prices  have  been  a  major  factor;  in  still 
others,  increased  government  payments  played  a  role.  Low  inflation  in  farm  input 
prices,  including  falling  interest  rates,  has  also  been  a  key  element  over  the  past 
couple  of  years  in  allowing  farmers  to  hold  down  cash  expenses. 

As  to  off-farm  income,  we  are  aware  of  its  importance  to  the  vast  majority  of  farm 
operator  households,  both  small  and  large.  It  contributes  to  the  repayment  capacity 
of  many  farm  borrowers.  Variations  in  off-farm  income  are  tied  to  general  economic 
developments  which  tend  to  be  more  stable  than  the  ups  and  downs  in  agricultural 
income  streams.  At  the  same  time,  considerably  less  information  is  gathered  on  such 
income  sources  than  is  gathered  on  the  traditional  farm  income  account  components. 
Lacking  are  timely  and  reliable  breakouts  at  the  regional  and  State  level.  We  ap- 
plaud the  efforts  of  the  USDA's  Economic  Research  Service  over  the  past  few  years 
to  build  a  stronger  information  base  on  the  overall  income  situation  of  farm  operator 
households. 

FARM  CREDIT  SYSTEM  MARKET  SHARE 

Ms.  Kaptur.  Of  the  Va  of  U.S.  farmers  who  use  the  Farm  Credit  System,  how  are 
loans  distributed  geographically — Where  are  the  largest  users  of  the  System?  Where 
is  it  underserved? 

Response.  As  of  the  end  of  1992,  System  institutions  held  just  under  26  percent 
of  what  USDA  estimates  as  total  farm  business  debt  nationally.  Among  the  11  Farm 
Credit  districts,  the  System's  market  share  was  largest  in  the  three  East  Coast  dis- 
tricts, with  Baltimore  and  Springfield  both  having  more  than  40  percent  and  Colum- 
bia near  31  percent.  Three  other  districts — Western,  Texas,  and  Louisville — held 
market  shares  of  between  28  and  26  percent.  Districts  with  market  shares  slightly 
lower  than  the  Systemv^dde  average  were  Spokane  and  AgriBank,  with  shares  of 
just  under  25  percent.  The  Wichita  District  and  the  former  Jackson  District  both 
had  market  shares  of  23.4  percent.  The  System's  smallest  presence  is  in  the  Omaha 
District,  which  has  an  overall  market  share  of  16.4  percent. 

In  terms  of  real  estate  secured  farm  business  debt,  the  System's  overall  share  was 
33.7  percent.  Five  of  the  11  Farm  Credit  districts  had  shares  ranging  from  about 
30  to  35  percent.  Above  the  average  were  the  Baltimore,  Springfield,  Texas,  and 
Wichita  districts,  ranging  downward  from  roughly  48  to  40  percent.  At  the  lower 
end  were  the  former  Jackson  District  and  the  Omaha  District  at  less  than  25  and 
27  percent,  respectively. 

The  System's  market  share  for  nonreal  estate  secured  farm  debt  ranged  much 
more  widely  from  its  overall  16.3  percent  national  average.  Under  10  percent  were 
both  the  Omaha  and  Wichita  districts.  Between  11  and  16  percent  were  the  Spo- 
kane, Texas,  and  AgriBank  districts.  The  Western,  Louisville,  and  former  Jackson 
districts  ranged  upward  from  near  20  percent  to  more  than  22  percent.  Again  at 
the  upper  end  were  the  Springfield  and  Baltimore  districts  with  about  39  percent, 
followed  by  the  Columbia  District  at  28  percent.  To  date,  there  is  no  evidence  to 
suggest  that  any  territory  is  underserved. 

AGRIBANK 

Ms.  Kaptur.  How  does  the  new  AgriBank  rank  in  terms  of  financial  soundness 
in  comparison  to  the  other  Farm  Credit  Banks  in  the  Farm  Credit  System? 

Response.  AgriBank  has  improved  its  financial  position  significantly  in  the  past 
few  years.  All  financial  assistance  given  by  the  Farm  Credit  System  Assistance 
Board  was  repaid  in  1992.  A  chart  illustrating  AgriBank's  financial  position  as  of 
December  31,  1993,  on  selected  criteria  in  relation  to  other  Farm  Credit  Banks  is 
provided  for  the  record.  [The  information  follows:] 
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Item  at  companson 

Total  assets  (billion)  

Net  worth/Total  assets 

Return  on  assets  

Allowance  for  loan  losses/Gross  loans  


Amount  or  percent 


Ranking 


$9.9 
8.46 
0.69 
2.50 


I  of  11 

6  of  11 

7  of  11 
4  of  11 


INTERNATIONAL  MARKETS 

Ms.  Kaptur.  Can  you  explain  how  the  Farm  Credit  Administration  is  involved  in 
the  export  markets?  To  your  knowledge,  have  any  countries  recently  defaulted  on 
loans?  What  is  the  situation  with  Russia? 

Response.  The  FCA  is  not  involved  in  the  export  markets.  However,  the  FCA  con- 
ducts an  annual  examination  of  the  National  Bank  for  Cooperatives— CoBank — 
which  provides  credit  and  related  services  to  borrowing  cooperatives  in  connection 
with  international  transactions. 

Loans  granted  to  a  bank  in  Yemen  under  a  Commodity  Credit  Corporation — 
CCC — guarantee  program  have  been  delinquent  in  recent  months.  With  the  excep- 
tion of  an  interest  payment  of  just  under  $46,000,  which  was  due  February  10, 
1994,  and  remained  unpaid  as  of  the  end  of  February,  all  payments  have  been 
brought  current.  As  of  March  1,  1994,  CoBank  filed  notice  of  default  and  claim  for 
payment  of  the  delinquent  interest  with  the  CCC  in  accordance  with  the  guarantee 
agreement. 

As  you  may  be  aware,  in  1992  Russia  and  the  Commonwealth  of  Independent 
States — CIS—defaulted  on  their  loans  to  CoBank  and  six  participating  System  insti- 
tutions. The  loans  were  restructured  in  accordance  with  an  agreement  between  the 
United  States  Government  and  the  Republic  of  Russia  Government.  On  December 
31,  1993,  Russia  made  the  final  of  three  installment  pajonents  of  $145  million  to 
the  CCC,  bringing  all  nonrescheduled  loans  current.  In  addition,  Russia  is  current 
on  its  loans  to  CoBank  including  the  effect  of  the  restructuring  agreement  between 
Russia  and  the  Paris  Club  members  under  which  the  CCC  offered  extended  terms 
to  Russia  and  made  current  payments  to  CoBank. 
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Mr.  Chairman  and  members  of  the  Committee,  I  am  Billy  Ross  Brown,  chairman  and  chief 
executive  officer  of  the  Farm  Credit  Administration  (FCA).  I  am  joined  by  FCA  Board  Member 
Gary  C.  Byrne  who  also  serves  as  chairman  of  the  Farm  Credit  System  Insurance  Corporation. 
We  are  awaiting  appoinunent  of  a  third  board  member  to  fill  the  position  vacated  by  Harold 
Steele  in  September  1993.  We  appreciate  the  opportunity  to  testify. 

This  testimony  will  cover  several  areas.  I  will  begin  by  giving  a  brief  overview  of  the  agency's 
mission  and  the  current  agricultural  economic  environment,  followed  by  a  report  on  the  condition 
of  the  Farm  Credit  System  (System).  Next,  I  will  briefly  address  the  General  Accounting 
Office's  (GAO)  view  of  the  agency  as  well  as  the  resolution  of  the  Federal  Intermediate  Credit 
Bank  of  Jackson  issue,  the  closing  of  receiverships,  the  Federal  Agricultural  Mortgage 
Corporation  (Farmer  Mac).  Finally,  I  will  discuss  the  agency's  reinventing  government  initiative, 
risk  assessment  project,  and  computer  technology  study,  and  will  conclude  by  presenting  our 
budget  request  for  fiscal  year  1995. 

The  FCA  is  the  independent  agency  in  the  Executive  Branch  of  the  Government  responsible  for 
the  regulation  and  examination  of  the  banks,  associations,  and  related  entities  that  collectively 
comprise  what  is  known  as  the  Farm  Credit  System  (System).  The  System  provides  credit  and 
closely  related  services  to  American  farmers,  ranchers,  commercial  fishermen,  and  their 
cooperatives.  It  also  makes  loans  to  rural  homeowners  and  to  certain  farm-related  businesses, 
which  provide  on-farra  services  to  agricultural  producers. 

In  the  Farm  Credit  Act  of  1971,  as  amended  (Act),  under  which  the  FCA  and  the  System  gain 
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their  authority.  Congress  recognized  that  a  prosperous,  productive  agricultural  economy  is 

essential  to  a  free  nation.  It  provides  that  the  farmer-owned  cooperative  Farm  Credit  System  be 

designed  to  accomplish  the  objective  of  improving  the  income  and  well-being  of  American 

farmers  and  ranchers  through  the  extension  of  sound,  adequate,  and  constructive  credit 

That  language  in  the  statute  can  be  interpreted  to  take  the  System  beyond  merely  extending  credit 
to  giving  it  a  public  purpose.  And  in  doing  so,  it  implies  that  the  Farm  Credit  Administration 
has  responsibilities  that  go  beyond  simply  regulating  and  examining  System  institutions.  It 
implies  the  FCA  has  a  responsibility  to  the  Congress  in  seeing  that  purposes  and  objectives  of 
the  Act  are  being  carried  out.  It  implies  a  similar  responsibility  to  those  who  borrow  from  the 
System,  as  well  as  a  responsibility  to  protect  their  investments  in  the  capital  stock  of  the 
institutions — investments  they  make  as  a  condition  to  obtaining  loans.  It  implies  a  responsibility 
to  those  who  have  invested  more  than  $52  billion  in  the  securities  the  System  sells  to  obtain  loan 
funds.  And,  it  implies  a  responsibility  to  the  American  public  to  help  make  possible  a  prosperous 
and  productive  agriculture,  while  ensuring  System  institutions  are  operated  safely  and  soundly 
and  pose  no  risk  to  the  taxpayer. 

Agricultural  Economic  Environment 

Currently,  most  farm  borrowers  and  their  agricultural  lenders  are  in  good  financial  condition  and 
prospects  for  1994  appear  generally  favorable.  The  agricultural  sector's  net  cash  income  was 
approximately  $59  billion  in  1993,  which  is  a  record  high  and  is  2.2  percent  above  the  prior 
record  set  in  1992.  Farmers  have  continued  to  make  strides  in  holding  down  expenses.  In  fact. 
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during  the  past  4  years,  total  farm  production  expenses  have  held  nearly  steady,  averaging  $150 

billion  annually.    Lower  interest  rates,  particularly  during  the  past  3  years,  and  the  overall 

containment  of  general  price  inflation  have  been  key  reasons.    As  a  result,  fanners*  interest 

outlays  in  1993,  at  $11.0  billion,  were  20  percent  below  those  of  1989.    Collectively,  these 

factors  have  helped  most  farmers  reduce  their  debt  loads  as  evidenced  by  the  farming  sector's 

debt-to-asset  ratio  decreasing  dramatically  from  23.0  percent  in  1985  to  the  estimated  current 

level  of  16.5  percent.  Additionally,  land  values  have  continued  their  slow  climb  from  an  average 

of  $632  dollars  per  acre  in  1988  to  $700  per  acre  in  1993. 

However,  in  real  terms,  even  when  measured  against  the  moderate  inflation  rate,  land  values  and 
net  farm  income  have  eroded  somewhat  in  the  past  few  years.  From  this  perspective,  we  can  see 
that  the  relative  stability  of  farm  land  prices,  unlike  the  1970s  and  1980s,  has  not  provided  an 
inflation  hedge  for  the  sector  as  a  whole. 

As  previously  mentioned,  the  debt-to-asset  ratio  of  the  farming  sector  has  declined  dramatically. 
To  some,  this  may  suggest  that  farmers  can  carry  more  debt;  however,  credit  is  not  a  substitute 
for  income,  and  we  know  that  not  all  farmers  are  in  solid  flnancial  health.  About  half  the 
Nation's  farmers  carry  debt  flnancing  and  for  those  operations  with  annual  sales  greater  than 
$100,000  dollars,  more  than  80  percent  carry  debt 

The  major  flood  during  the  summer  of  1993  created  widely  varying  income  situations  over  a 
broad  region  and  will  have  lingering  effects  on  the  1994  income  level  of  affected  borrowers. 
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Broad  expectations  for  1994  are  that  cash  receipts  and  net  incomes  of  crop  producers  are  likely 

to  improve  over  1993  levels.  Prices  of  major  grains  and  soybeans  are  relatively  strong  because 

flood  and  drought  conditions  reduced  crop  yields  and  inventories  for  1993.  Other  factors  facing 

the  most  vulnerable  fanners  and  their  lenders  include  the  economic  situation  in  Eastern  Europe 

and  the  former  Soviet  Union  which  makes  export  prospects  uncertain.    Also,  future  years  are 

expected  to  bring  reduced  Federal  outlays  for  farm  commodity  programs,  crop  insurance,  and/or 

disaster  payments. 

Condition  of  ttie  Farm  Credit  System 

Since  the  multi-billion  dollar  losses  incurred  in  the  mid-1980s,  substantial  improvement  has  been 
made  in  the  condition  and  performance  of  the  Farm  Credit  System.  While  some  of  this 
improvement  can  be  attributed  to  the  System's  management  and  directorate  as  well  as  effective 
regulatory  and  examination  activities  by  the  FCA,  two  other  factors  have  been  extremely 
important 

First,  improved  farm  income  has  enhanced  the  repayment  capacity  of  many  borrowers,  sharply 
reducing  nonperforming  loans  and  adding  to  the  System's  earnings.  Second,  substantial 
reductions  in  the  cost  of  loan  funds  in  the  capital  markets  have  resulted  in  relatively  wide  interest 
rate  spreads  and  enhanced  System  earnings. 

As  stated  earlier,  the  farming  sector  has  benefited  from  an  environment  of  lower  interest  rates. 
Two  of  the  factors  contributing  to  lower  interest  rates  are  the  general  decline  in  rates  and  the 
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lower  spreads  on  Farm  Credit  System  issues  compared  with  Treasury  securities.     From 

historically  high  spreads,  exceeding  80  basis  points  over  Treasuries  in  1988,  the  System's 

average  spread  during  1993  was  only  about  4  basis  points  over  U.S.  Treasury  bills.    For  each 

basis  point  reduction  in  the  spread,  approximately  $5.5  million  in  interest  expense  is  saved  by 

the  System  and  its  farmer-borrowers.    The  narrowing  spreads  may  be  attributed  to  improved 

investor  confidence  resulting  from  the  fmancial  recovery  of  the  System  and  from  the  general 

perception  of  effective  regulation  of  the  System  by  FCA. 

The  improvement  in  the  System's  condition  and  performance  is  reflected  in  its  CAMEL  ratings, 
which  represent  the  FCA's  evaluation  of  an  institution's  capital,  assets,  management,  earnings, 
and  liquidity.  Institutions  are  rated  on  a  declining  scale  of  "1"  to  "5".  At  the  end  of  1990,  94 
institutions  carried  the  higher  ratings  of  "1"  or  "2",  and  40  were  rated  "4"  or  "5".  However,  at 
the  end  of  1993,  187  institutions  were  rated  "1"  or  "2",  only  six  were  rated  "4",  and  no 
institutions  carried  a  "5"  rating. 

Improvement  is  also  reflected  by  the  declining  number  of  System  institutions  operating  under 
enforcement  actions.  Enforcement  actions  are  used  to  bring  about  corrective  action  when 
institutions  are  found  in  violation  of  the  law  or  regulations  or  are  operating  in  an  imsafe  or 
unsound  manner.  As  of  September  30,  1993,  53  institutions  were  under  enforcement  actions, 
compared  with  a  high  of  77  institutions  under  such  actions  on  December  31,  1991.  The  53 
institutions  had  assets  of  $28.2  billion,  44.4  percent  of  the  System's  total  assets,  compared  with 
$50.0  billion,  or  80  percent  of  total  assets,  that  were  held  by  the  77  institutions  in  1991. 


516 


7 
System  earnings  for  the  first  9  months  of  1993  totaled  $971  million  and  are  projected  to  be  a 

record  $1.3  billion  for  the  year.  The  steady  increase  in  System  earnings,  from  $608  million  at 

the  end  of  1990  to  the  projected  $1.3  billion  at  the  end  of  1993,  has  been  achieved  despite  a 

period  of  little  growth.  Total  System  loan  volume  was  $51.2  billion  at  the  end  of  1990  and  $53.3 

billion  on  September  30,  1993.    Much  of  the  increase,  however,  is  attributed  to  loans  to 

cooperatives  rather  than  to  agricultural  producers. 

During  the  1990  to  1993  period,  overall  farm  debt  (not  including  debt  to  agricultural 
cooperatives)  increased  from  $136.8  billion  to  $140.5  billion.  The  System's  share  of  that  debt, 
however,  decreased  slightly,  from  25.6  percent  to  24.9  percent,  while  its  loan  volume  to  farmers 
remained  at  about  $35  biUion.  Commercial  banks,  on  the  other  hand,  increased  their  share  of 
debt  from  34.7  percent  to  38.1  percent,  and  their  volume  increased  from  $47.4  billion  to  $53.5 
billion.  Market  share  was  lost  by  the  Farmers  Home  Administration  and  life  insurance 
companies,  while  the  broad  category  of  individuals  and  others  posted  a  slight  gain.  Within  this 
latter  category  (individuals  and  others),  captive  credit  companies,  which  are  generally  without  any 
banking  regulation,  are  reported  to  have  been  particularly  aggressive. 

In  the  face  of  relatively  flat  loan  volume,  the  Farm  Credit  System  has  continued  its  restructuring. 
The  total  number  of  active  lending  institutions  decreased  from  287  at  the  beginning  of  1990  to 
250  as  of  January  1, 1994.  This  decrease  in  number,  however,  has  not  resulted  in  any  significant 
reductions  in  examination  activities  and  related  costs  because  examiners  spend  the  bulk  of  their 
time  reviewing  loans,  the  number  and  amount  of  which  do  not  change  because  mergers  occur. 
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Moreover,  the  number  of  direct  lending  institutions,  which  must  be  examined  at  least  annually, 
actually  increased  from  141  to  177  during  the  period,  while  the  number  of  Federal  Land  Bank 
Associations,  which  must  be  examined  only  every  3  years,  decreased  from  146  to  73.  Also, 
newly  merged  institutions  require  close  examination  to  ensure  operating  risks  are  in  check. 

GAO  Reports 

During  calendar  year  1993,  the  General  Accounting  Office  (GAO)  reviewed  how  the  Farm  Credit 
Administration  examines,  monitors,  and  uses  enforcement  actions  to  regulate  the  Farm  Credit 
System.  In  its  January  1994  report  entitled  Farm  Credit  System:  Farm  Credit  Administration 
Effectively  Addresses  Identified  Problems,  the  GAO  found  that  the  FCA's  examination  and 
monitoring  of  the  banks  reviewed  was  generally  comprehensive  and  timely  and  addressed  issues 
of  safety  and  soundness.  The  GAO  noted  that  the  FCA  customizes  its  examinations  and 
monitoring  for  each  individual  institution  and  thai  the  FCA  took  strong,  timely  enforcement 
action  against  the  six  System  banks  the  GAO  reviewed.  The  GAO  further  noted  that  financial 
assistance  to  three  of  these  banks  and  a  recently  improved  agricultural  economy  have  aided  the 
banks,  but  the  FCA's  strong  enforcement  actions  and  close  monitoring  were  vital  to  their 
financial  recovery.  The  GAO  report  concluded  that  the  FCA  has  controls  at  its  headquarters, 
regional,  and  field  offices  that  ensure  its  quality  standards  are  met 

In  this  context,  it  is  noteworthy  that  the  FCA's  cost  to  borrowers  has  been  relatively  constant  at 
approximately  6  to  7  cents  per  $100  dollars  of  loan  volume.  Furthermore,  investor  confidence 
in  Systemwide  obligations  is  reflected  in  the  average  spread  of  only  4  basis  points  over 
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comparable  Treasury  obligations  versus  a  historically  high  spread  of  approximately  80  basis 

points  in  1988.  As  stated  earlier,  for  each  basis  point  reduction  in  the  spread,  the  System  and 
its  farmer-borrowers  save  about  $5.5  million  in  interest  expense  annually.  In  addition  to  the 
savings  in  the  form  of  reduced  interest  rates,  farmers  enjoy  access  to  a  safe  and  sound  source  of 
financing  which  is  devoted  almost  entirely  to  serving  their  specific  needs.  Overall,  we  are 
confident  that  the  presence  of  the  FCA  as  a  surong  and  healthy  regulator,  as  reported  by  the 
GAO,  brings  cost  savings  to  System  borrowers. 

It  is  also  noteworthy  that  due  to  the  FCA's  effective  regulation,  in  conjunction  with  the  System's 
improved  financial  condition,  all  four  banks  that  received  direct  assistance  from  the  Farm  Credit 
System  Assistance  Board  have  purchased,  or  have  received  approval  to  purchase,  zero-coupon 
bonds.  Upon  maturity  in  2003,  proceeds  from  these  bonds  will  repay  the  banks'  respective  direct 
assistance,  which  is  $419.2  million. 

A  second  GAO  report  entitled  Farm  Credit  System:  Costs  for  Office  Space,  Equipment,  and 
Furniture  Compared  to  GSA  's  Costs  was  also  issued  in  January  1994.  As  required  by  the  Farm 
Credit  Banks  and  Associations  Safety  and  Soundness  Act  of  1992,  the  GAO  conducted  a  study 
to  determine  whether  the  entities  of  the  Farm  Credit  System  or  the  FCA  could  save  money  by 
following  the  standards  of  the  General  Services  Administration  (GSA)  for  office  space, 
equipment,  and  furniture. 

The  GAO  found  that  the  cost  for  leasing  and  operating  office  space  by  the  FCA  and  the  System 
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was  about  the  same  as  the  GSA's  costs.    The  FCA  and  the  System  used  more  space  per 

employee,  but  that  was  partly  due  to  recent  staff  reductions.  If  less  office  space  is  used  because 

of  lower  staffing  levels,  space  utilization  rates  should  improve.   The  agency  has  already  taken 

steps  to  address  this  issue. 

The  study  ascertained  that  some  money  could  be  saved  if  all  entities  had  access  to  and  used  GSA 
supply  sources.  This  would  include  office  equipment,  furniture,  and  travel  services.  However, 
only  the  FCA  and  the  Farm  Credit  banks  currently  have  such  access.  The  System's  associations 
do  noL 

Resolution  of  the  Federal  Intermediate  Credit  Bank  of  Jackson  Issue 

The  FCA  received  a  formal  letter  of  intent  to  merge  from  the  Federal  Intermediate  Credit  Bank 
(FICB)  of  Jackson  and  the  Farm  Credit  Bank  (FCB)  of  Columbia  on  February  3,  1993.  The 
banks  requested  that  FCA  grant  a  one-time  extension  of  the  negotiated  merger  completion  date 
until  October  31,  1993.  A  provision  in  the  Farm  Credit  Banks  and  Associations  Safety  and 
Soundness  Act  of  1992  (1992  Act)  allows  for  this  one-time  extension  if  the  agency  receives  a 
letter  of  intent  to  merge  and  the  agency  determines  that  such  a  letter  represents  a  bona  fide,  good 
faith  agreement  in  principle  to  merge.  On  February  11,  1993,  the  FCA  Board  determined  that 
the  letter  of  intent  executed  by  the  members  of  the  boards  of  directors  and  the  chief  executive 
officers  of  the  FICB  of  Jackson  and  the  FCB  of  Columbia  fulfilled  the  intent  of  the  1992  Act  and 
approved  this  one-time  extension.  The  merger  was  completed  on  October  1,  1993. 


520 


11 

Closing  of  Receiverships 

At  the  beginning  of  1992,  there  were  12  Farm  Credit  System  institutions  in  receivership.  The 
FCA  Board  directed  the  final  actions  which  led  to  the  completion  of  eight  association 
receiverships  in  the  Spokane  and  Omaha  Farm  Credit  districts,  terminated  the  charters  for  those 
eight  receiverships,  and  discharged  the  FCA-appointed  receivers. 

Additionally,  positive  results  were  achieved  with  the  remaining  receiverships.  The  agency 
approved  the  final  plan  of  liquidation  for  two  receiverships.  One  paid  liquidating  dividends 
exceeding  the  par  value  of  stock  to  the  stockholders  of  record  at  the  time  the  institution  was 
placed  in  receivership.  Only  minor  administrative  tasks  remain,  and  the  receivership  should  be 
terminated  by  mid- 1994. 

The  other  receivership  has  made  progress  in  reducing  its  assets  from  $16.2  million  at  the 
beginning  of  the  receivership  to  less  than  $5.0  million  on  October  31,  1993.  In  January  1993, 
the  Farm  Credit  System  Insurance  Corporation  approved  the  cash  payment  for  the  $1.2  milhon 
of  protected  borrower  stock  to  the  stockholders  of  record  at  the  time  of  the  closing,  thus  fulfilling 
a  congressional  objective  of  protecting  the  System's  farmer-borrowers  who  had  loans  prior  to 
1987. 

The  assets  and  activities  of  the  receiverships  of  the  Federal  Land  Bank  of  Jackson  and  the 
Federal  Land  Bank  Association  of  Jackson  consist  of  cash  and  furniture  and  various  lawsuits. 
When  originally  placed  in  receivership  in  May  1988,  these  two  institutions  had  more  than 
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$1.9  billion  in  total  assets.  Those  assets  were  reduced  to  $11.6  million  by  yearend  1993.   All 

that  remains  of  the  receivership  is  the  liquidation  of  existing  acquired  property,  settlement  of  six 
remaining  lawsuits  and  the  disposition  of  furnishings,  fixtures,  and  equipment. 

Farmer  Mac 

The  Federal  Agricultural  Mortgage  Corporation  (Farmer  Mac)  was  created  by  the  Agricultural 
Credit  Act  of  1987.  Farmer  Mac  operates  two  programs  under  which  it  provides  a  guarantee  of 
timely  payment  of  principal  and  interest  to  investors  in  its  securities.  Under  Farmer  Mac  I, 
securities  are  formed  from  pools  of  agricultural  real  estate  or  rural  housing  loans.  Fanner  Mac 
may  guarantee  a  security  that  is  protected  by  a  reserve  or  subordinated  participation  interest  that 
absorbs  at  least  10  percent  of  the  first  losses  from  the  pooled  loans.  As  of  September  30,  1993, 
Farmer  Mac  had  completed  four  transactions  under  the  Fanner  Mac  I  program.  The  outstanding 
volume  of  Fanner  Mac  I  securities  was  approximately  $438  million  dollars  at  September  30, 
1993,  which  is  a  decline  from  the  December  31,  1992  level  of  $544  million  dollars.  The  decline 
occurred  for  two  reasons.  First,  no  new  securities  have  been  issued  since  October  1992;  and 
second,  the  balances  of  existing  securities  have  declined  because  of  scheduled  amortization  and 
prepayments. 

Under  Farmer  Mac  n,  securities  backed  by  guaranteed  portions  of  Farmers  Home  Administration 
loans  are  issued  with  a  Farmer  Mac  guarantee  of  timely  payments  of  principal  and  interest.  At 
September  30,  1993,  the  outstanding  volume  of  Farmer  Mac  n  securities  was  approximately  $57 
million  or  a  90-percent  increase  from  the  yearend  1992  level  of  $30  million  dollars. 
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Fanner  Mac  has  continued  to  report  operating  losses  because  its  business  volume  is  not  yet 

sufficient  to  produce  income  adequate  to  offset  its  expenses.  Fanner  Mac's  initial  stock  offering 

netted  approximately  $22  million  dollars  in  capital  contributions.    By  September  30,  1993, 

Farmer  Mac's  actual  capital  declined  to  $13  million  dollars— a  significant  erosion.  Nevertheless, 

the  cunent  capital  level  is  approximately  $9  million  dollars  greater  than  required  by  statute. 

To  be  successful.  Farmer  Mac  must  design  secondary  market  programs  that  poolers,  lenders,  and 
bonowers  find  attractive  enough  to  use.  During  the  past  year.  Prudential  Securities  and  Travelers 
Realty  have  developed  programs  to  price  and  purchase  newly  originated  loans  for  Farmer  Mac  I 
pools.  The  newly  originated  loans  are  designed  to  offer  attractive  fixed-rate  options  to  farm 
bonowers.  Once  made,  lenders  throughout  the  country  may  sell  qualified  loans  to  the  poolers, 
provided  all  pooler  conditions  are  met.  Fanner  Mac  reports  that  poolers  are  accumulating  loans; 
however,  no  securities  have  been  guaranteed  from  these  programs.  In  addition,  during  the  past 
year,  the  Farm  Credit  Bank  of  Columbia  has  announced  its  intention  of  serving  as  a  pooler  for 
rural  housing  loans  but  has  not  yet  begun  to  purchase  loans. 

FCA's  Reinventing  (]k>vemnient  Initiative 

The  FCA  is  committed  to  complying  with  the  initiative  to  reinvent  Government  and  has  already 
taken  several  actions.  First,  the  agency  published  a  notice  of  intent  in  the  Federal  Register  to 
request  comments  on  whether  the  FCA's  regulatory  requirements  are  duplicative,  not  effective, 
or  create  more  burden  than  benefit  To  date,  many  constructive  comments  have  been  received 
and  are  being  reviewed  by  FCA  staff.    A  second  step  toward  complying  with  the  initiative 
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consists  of  streamlining  GovemmenL  At  this  point,  an  executive  change  committee  has  been 
formed  and  a  plan  has  been  forwarded  to  OMB. 

The  agency's  third  effort  deals  with  the  strategic  planning  process.  This  year,  for  the  first  time 
ever,  the  FCA  integrated  the  planning  and  budgeting  process,  adopting  a  unified  agencywide  plan 
and  budget  that  reflects  the  Board's  priorities.  The  agency's  Inspector  General  is  currently 
evaluating  the  planning  process  as  well  as  its  effectiveness  as  a  management  tool.  With  the 
agency  committed  to  early  implementation  of  the  Government  Performance  and  Results  Act,  we 
will  be  moving  to  a  5-year  strategic  business  plan,  complete  with  strategies  and  performance 
measures,  to  effectively  guide  our  operation. 

The  FCA's  fourth  effort  to  dale  deals  with  reducing  internal  instructions.  Earlier  this  year,  the 
Board  rescinded  many  outdated  policies  and  orders  to  help  increase  the  agency's  efficiency. 
Once  again,  we  are  committed  to  implementing  the  Reinventing  Government  Initiative  early  and 
are  continually  looking  for  ways  to  do  so. 

In  the  Committee  Report  to  accompany  the  FY  1994  Appropriations  Bill,  this  subcommittee  said 
that  it  "expects  the  FCA  to  comply  with  the  President's  personnel  reduction  goals."  The  FCA's 
staff  reduction  target  for  FY  1995  set  by  the  Office  of  Management  and  Budget  (OMB)  to  carry 
out  Executive  Order  No.  12839,  issued  in  an  effort  to  eliminate  100,000  Federal  employee 
positions,  is  441  FTEs  (full-time  equivalents).  The  FCA  anticipates  a  reduction  to  428.1  FTEs 
by  FY  1995. 
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In  addition,  the  Administration  issued  guidelines  in  a  memorandum  dated  September  11,  1993, 
to  implement  the  National  Performance  Review's  recommendation  to  reduce  the  Executive 
Branch  civilian  wodc  force  by  252,000,  or  not  less  than  12  percent,  by  the  end  of  FY  1999. 
Though  independent  regulatory  agencies  are  not  required  to  comply  with  the  memorandum's 
provisions,  the  FCA  will  make  every  effort  to  meet  the  12-percent  reduction  target  In  fact,  the 
428.1  FTE  goal  for  FY  1995  exceeds  OMB's  target  by  2.9  percent  and  goes  »4ong  way  toward 
meeting  the  FY  1999  goal. 

To  help  achieve  our  staff  reduction  goals,  the  agency  recently  announced  the  closing  of  two  field 
offices  and  one  regional  office.  To  maintain  control  over  operating  expenses,  the  examinations 
of  System  institutions  are  assigned  to  the  field  office  that  can  complete  the  job  in  the  most  cost 
effective  manner.  Also,  the  agency  is  implementing  an  offsite  examination  program  and  is 
revising  procedures  for  examining  Farm  Credit  Banks  to  further  conserve  resources. 

FCA  Risk  Assessment  Project 

Farm  Credit  System  institutions  operate  in  an  environment  that  is  subject  to  constant  change, 
some  of  which  is  brought  about  by  external  forces.  Changes  in  this  operating  environment  make 
the  System  highly  vulnerable  to  risk.  Also,  since  the  System  is  a  single  industry  lender,  its  risks 
are  sometimes  unique  to  other  credit  systems.  To  help  understand  the  risk  environment  in  which 
the  System  operates,  the  FCA  is  undertaking  an  identification  and  analysis  of  possible  internal 
and  external  risks  to  determine  appropriate  agency  actions  to  minimize  them. 
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The  FCA  has  identified  24  risks  in  four  broad  categories.  These  categories  and  some  of  their 
subparts  are:  (1)  Asset-Liability  Management  Risks,  which  will  address  asset-liability 
management  processes,  use  of  financial  derivatives,  and  loan  pricing;  (2)  Credit  Risks,  which  will 
look  at  commodity  concentration,  farm  policy,  and  credit  underwriting;  (3)  Business  Risks,  which 
will  focus  on  changes  in  credit  demand,  lender  liability,  and  expansion  of  lending  authority;  and 
(4)  Management  Risks,  which  will  address  director  conflicts  of  interest,  System  structure,  and 
funding  relationships. 

One  of  the  risks  identified  in  this  project  that  is  of  particular  interest  to  the  agency  is  the  use  of 
off-balance  sheet  transactions.  Similar  to  commercial  financial  institutions,  the  System  has 
increased  its  use  of  financial  derivative  products,  mostly,  but  not  entirely,  for  the  purpose  of 
mitigating  interest  rate  risk.  As  of  September  30,  1993,  the  notional  value  of  these  instruments 
represented  approximately  $10.8  billion.  The  risks  associated  with  these  derivative  products  arc 
largely  unknown  and  unquantified.  As  a  regulatory  agency,  it  is  imperative  that  FCA  know  and 
understand  the  risks  that  the  System  assumes  in  offering  these  products,  especially  when  System 
institutions  assume  counterparty  positions  on  these  transactions. 

The  FCA,  similar  to  tlie  other  Federal  financial  regulators,  is  carefully  monitoring  this  emerging 
issue  as  it  relates  to  the  System.  First,  the  agency  has  created  an  internal  task  force  to  keep  up 
with  the  issues  surrounding  this  subject.  Second,  we  are  in  the  process  of  preparing  new 
guidance  on  the  subject  to  send  to  System  institutions.  Third,  we  plan  to  evaluate  whether  there 
is  a  need  to  make  changes  in  our  capital  requirements.  Finally,  as  previously  noted,  the  subject 
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is  included  in  our  Risk  Assessment  Project. 

Because  the  financial,  economic,  and  political  environment  is  dynamic,  the  agency  views  the  Risk 
Assessment  Project  as  an  on-going  effort  rather  than  a  one-time  assessment  of  the  current 
situation.  Furthermore,  the  agency  believes  a  proactive  approach  to  examining  and  regulating 
the  System  is  more  effective  than  a  reactive  approach.  The  project  will  assist  the  agency  in 
determining  work  priorities  and  effectively  focusing  agency  resources. 

Computer  Technology  Study 

Another  issue  of  concern  to  this  subcommittee  has  been  the  agency's  computer  capabilities  and 
use.  To  address  this  concern,  we  hired  an  outside  consultant  [Ogden  Government  Services 
(OGDEN)],  through  the  General  Services  Administration,  to  study  the  effectiveness  and  capacity 
of  the  agency's  data  processing  systems  and  computers. 

CXjDEN  completed  their  study  during  FY  1993  and  delivered  their  assessment  and 
recommendations  to  FCA  management.  OGDEN's  focus  was  on  identifying  weaknesses,  not 
documenting  strengths.  Their  report  notes  that,  as  a  general  matter,  FCA's  Information 
Resources  Management  (IRM)  problems  are  typical  of  other  small  agencies  with  relatively  young 
IRM  programs.  OGDEN  stated  that  "While  there  is  much  to  commend  in  the  IRM  Program, 
there  are  many  problems  which  need  to  be  addressed." 

The  agency  is  pleased  to  report  that  all  problem  areas  either  have,  or  are  in  the  process  of  being 
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addressed.  The  Board  implemented  a  new  policy  to  govern  the  managerial  oversight  of 
information  and  information  resources  and  established  an  IRM  Steering  Committee,  composed 
of  senior  PCA  management,  to  provide  the  appropriate  oversight  and  direction  that  was 
previously  lacking.  Furthermore,  the  agency  has  produced  a  consolidated  strategic  business  plan 
from  which  the  IRM  program  can  be  focused  and  the  Information  Resources  and  Financial 
Management  planning  components  will  be  included  more  prominently  in  the  plan's  annual 
update.  Overall,  we  are  comfortable  with  the  progress  made  to  date,  and  are  confident  we  have 
taken  appropriate  measures  to  insure  our  informational  resources  are  cost-effectively  managed. 

Financial  Management  Initiatives 

The  FCA  is  committed  to  having  a  financial  management  system  that  is  in  substantial  compliance 
with  the  requirements  of  the  Office  of  Management  and  Budget,  the  General  Accounting  Office, 
and  the  Department  of  the  Treasury  by  the  end  of  FY  1994.  During  FY  1992,  the  agency 
identified  major  deficiencies  in  the  fmancial  management  system.  In  FY  1993  the  agency,  with 
the  assistance  of  the  Department  of  the  Treasury,  replaced  it  with  a  system  that  meets  the  core 
financial  system  requirements  of  the  Joint  Financial  Management  Improvement  Program.  In 
addition,  the  0MB  financial  system  review  team  completed  a  review  of  FCA's  analysis  of 
alternatives  and  concluded  that  installing  the  selected  fmancial  software  was  an  appropriate 
decision.  These  efforts  will  continue  in  FY  1994  and  FY  1995  with  additional  improvements  in 
various  fmancial  management  areas. 

During  FY  1993,  the  FCA  initiated  the  development  of  a  5-Year  Financial  Management  Plan 
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(plan)  to  provide  a  long-term  approach  to  sound  financial  management.  Using  the  expertise  of 
the  Department  of  the  Treasury,  Financial  Management  Services,  and  their  Strategic  Financial 
Planning  Model,  development  of  the  plan  began  in  late  FY  1993,  with  a  goal  of  producing  a  final 
plan  in  FY  1994.  This  plan  will  support  and  become  an  integral  part  of  the  agency's  Strategic 
Business  Flan. 

FY  1995  Budget  Request 

Mr.  Chairman,  this  subcommittee  was  provided  with  the  details  of  the  FCA  budget  and  material 
dealing  with  the  Farm  Credit  System  in  the  FCA  FY  1995  Budget  Justification  and  the  FCA  FY 
1995  Budget  Justification  Supplement  on  February  7,  1994.  I  would,  however,  like  to  make 
several  points  for  the  record  of  this  hearing. 

Before  I  do  that,  however,  I  would  like  to  explain  how  the  budget  is  formulated.  Each  year,  after 
reviewing  the  agency's  mission  statement  to  ensure  it  continues  to  be  responsive  to  what  has 
been  prescribed  by  the  Congress,  the  FCA  Board  develops  long-  and  short-term  goals  and 
objectives  that  address  safety  and  soundness  concerns  in  the  System,  as  well  as  policy  issues. 
The  agency's  planning  process  presently  incorporates  some  of  the  strategic  plan  requirements  of 
the  Government  Performance  and  Results  Act  of  1993.  The  agency's  goal  is  to  be  in  full 
compliance  before  the  required  compliance  date  of  FY  1998. 

Each  office  then  prepares  separate  operating  plans  and  strategies  that  promote  the  achievement 
of  the  agency's  goals  and  objectives.    These  are  integrated  into  the  planning  and  budgeting 
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process  so  that  each  office's  resource  decisions  for  a  budget  period  are  based  on  the  Board's 

priorities  and  operating  goals. 

The  FCA  proposes  a  FY  1995  budget  for  the  agency's  administrative  expenses  of  $40,996,000. 
This  is  1.4  percent  more  than  the  FY  1994  approved  administrative  expense  limitation  of 
$40,426,000. 

Allow  me  to  briefly  highlight  this  budget  request. 

•  About  83  percent,  some  $34  million,  is  for  compensation  and  benefits  for  current  and  former 
employees.   Of  this  amount,  $1.3  million  is  earmarked  for  salary  increases. 

•  Transportation  and  travel  is  slightly  reduced.  Travel  funds  for  the  examination  function 
account  for  nearly  80  percent  of  the  total. 

•  Printing  and  reproduction  costs  are  down  significantly,  chiefly  because  the  FY  1994  budget 
contained  $75,000  for  a  complete  reprint  of  the  FCA  Examination  Manual,  the  first  complete 
revision  since  1986. 

•  Consulting  and  other  services  are  down,  but  provisions  remain  for  essential  services,  such 
as  the  library,  personnel  security  investigations,  the  Risk  Assessment  Project,  etc. 
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•  Equipment  purchases  are  increased  by  $142,000,  chiefly  to  replace,  obsolete  computers. 

•  Though  the  agency's  objective  is  to  complete  a  1995  audit  of  the  FCA's  financial  statements 
internally,  the  Office  of  Inspector  General  has  budgeted  $125,000  for  an  external  audit  if  that 
is  deemed  necessary. 

•  As  noted  earlier,  the  agency  will  exceed  the  planned  staff  reductions  set  by  the  Office  of 
Management  and  Budget  to  carry  out  President  Clinton's  Executive  Order  No.  12839,  issued 
in  an  effort  to  eliminate  100,000  Federal  employee  positions  by  FT  1994. 

In  FY  1995,  as  well  as  for  the  average  of  the  previous  5  years,  the  FCA's  requested  budget 
increase  is  less  than  the  rate  of  inflation.  The  average  rate  of  inflation  for  all  6  years  was  3.5 
percent  The  agency's  average  budget  increase  has  been  3.1  percent.  This  means  that  the  FCA's 
budget,  in  real  dollars,  has  actually  decreased  over  the  last  6  years.  Moreover,  this  Board  is 
committed  to  improving  the  agency's  efficiency  and  effectiveness. 

Mr.  Chairman,  the  budget  limitation  we  are  proposing  reflects  the  Farm  Credit  Administration's 
commitment  to  effectively  carry  out  the  letter  and  intent  of  its  congressional  mandate  as 
efficiently  as  possible.  I  believe  our  actions  during  the  past  few  years  demonstrate  that  we  have 
done  that.  I  also  believe  that  the  integration  of  our  planning  and  budgetary  processes  ensures  we 
will  continue  to  improve  in  FY  1995.  I  thank  you  for  the  opportunity  of  appearing  here  and 
stand  ready  to  respond  to  whatever  questions  this  subcommittee  may  have. 
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Billy  Ross  Brown 

Chairman 

Farm  Credit  Administration 
1501  Farm  Credit  Administration 
McLean,  Virginia  22102-5090 


Billy  Ross  Brown,  Jr.,  was  designated  Chairman  of  the  Farm  Credit  ^ministration  Board  on 
August  31,  1993.  He  has  served  as  a  member  of  the  FCA  Board  since  October  30,  1990,  when 
he  was  appointed  to  a  term  which  expires  October  13,  1994.  As  chairman  of  the  preside ntially 
appointed  board,  he  serves  as  chief  executive  officer  of  the  independent  Federal  agency 
responsible  for  the  regulation  and  examination  of  the  Farm  Credit  System,  a  nationwide  network 
of  agricultural  lending  institutions  and  their  service  organizations.  His  responsibilities  include 
establishing  the  policies  under  which  the  agency  operates  and  directing  the  agency's  management. 
Mr.  Brown  also  served  as  Chairman  of  the  Farm  Credit  System  Insurance  Corporation  from 
December  18,  1990,  to  June  11,  1992.  Tlie  Insurance  Corporation  was  established  in  1988  to 
insure  the  timely  payment  of  principal  and  interest  on  insured  notes,  bonds,  debentures,  and  other 
obligations  of  participating  Farm  Credit  System  institutions. 

Mr.  Brown  brings  extensive  experience  in  farming  and  agricultural  lending  to  his  position  as  a 
member  of  the  Farm  Credit  Administration  Board.  He  is  a  farmer  and  cattleman  from  Oxford, 
Mississippi.  He  also  served  the  Farm  Credit  System  as  an  association  director  since  1969,  when 
he  was  elected  to  the  board  of  directors  of  the  Oxford  Production  Credit  Association  (PCA).  He 
served  as  chairman  of  the  Oxford  PCA  board  from  1976  to  1985.  From  1985  to  1990,  he  served 
as  a  member  of  the  board  of  the  First  South  Production  Credit  Association  in  Jackson. 
Mississippi. 

Mr.  Brown  also  has  been  active  in  state  and  national  agriculture  and  conservation  organizations. 
He  served  as  area  vice  president  for  the  Mississippi  Association  of  Conservation  Districts  for 
more  than  20  years  and,  for  more  than  30  years,  as  commissioner  of  the  Lafayette  County  Soil 
and  Water  Conservation  District.  He  also  served  as  chairman  of  the  Mississippi  Soil  and  Water 
Conservation  Commission  from  1982  to  1986.  From  1976  to  1979,  he  was  a  member  of  the  U.S. 
Forest  Service's  National  Advisory  Committee. 

In  recognition  of  his  work  in  conservation,  forestry,  wildlife  and  agriculture,  Mr.  Brown  has 
received  a  number  of  national  and  state  awards.  In  1982  and  1988  he  received  the  Presidential 
Award  from  the  Mississippi  Association  of  Conservation  Districts,  in  1985  he  was  selected  as 
a  member  of  the  Hall  of  Fame  by  the  Mississippi  Agriculture  and  Forestry  Museum,  and  in  1976 
he  was  a  recipient  of  the  U.S.  Forest  Service  75th  Anniversary  Award  for  significant 
contributions  to  forestry  and  conservation. 

A  graduate  of  the  University  of  Mississippi  with  a  bachelor's  degree  in  business  administration, 
Mr.  Brown  served  in  the  U.S.  Army  and  the  Mississippi  National  Guard.  He  is  married  to  the 
former  Lynn  Widdifield.  They  have  one  son  and  three  daughters. 
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Gary  C.  Byrne 

Member  of  the  Board 

Farm  Credit  Administration 
1501  Farm  Credit  Drive 
McLean,  Virginia  22102-5090 


Gary  C.  Byrne  was  appointed  to  the  Farm  Credit  Administration  Board  on  December  3,  1991, 
to  a  term  that  expires  May  26,  1996.   As  a  member  of  the  presidentially  appointed  board,  he 
is  responsible  for  establishing  the  policies  under  which  the  Farm  Credit  Administration 
operates.   The  Farm  Credit  Administration  is  the  independent  Federal  agency  responsible  for 
the  regulation  and  examination  of  the  Farm  Credit  System,  a  nationwide  network  of 
agricultural  lending  institutions  and  their  service  organizations.   Mr.  Byrne  also  serves  as 
Chairman  of  the  Board  of  the  Farm  Credit  System  Insurance  Corporation  (Insurance 
Corporation).   He  was  elected  to  this  position  on  June  11,  1992.   The  Insurance  Corporation, 
which  is  an  independent  U.S.  Government  corporation,  is  responsible  for  ensuring  the  timely 
payment  of  principal  and  interest  on  insured  notes,  bonds,  debentures,  and  other  obUgations 
issued  on  behalf  of  Farm  Credit  System  banks.   The  Insurance  Corporation  was  established  on 
January  6,  1988,  with  enactment  of  the  Agricultural  Credit  Act  of  1987. 

Mr.  Byrne  brings  extensive  experience  in  finance  and  administration  to  his  positions  as 
Chairman  of  the  Insurance  Corporation  Board  and  as  a  member  of  the  Farm  Credit 
Administration  Board.   Before  his  appointment  to  these  positions,  he  served  as  the 
Administrator  of  the  Rural  ElecUification  Administration  (REA),  an  agency  in  the  U.S. 
Department  of  Agriculture.   As  REA  Administrator,  he  managed  an  agency  that  had  approved 
more  than  $62  bilhon  in  loans  to  2,116  electric  and  telephone  utilities  in  47  States,  Guam,  the 
Federated  States  of  Micronesia,  the  Marshall  Islands,  the  Northern  Mariana  Islands,  the  Virgin 
Islands,  and  Puerto  Rico.   He  also  served  as  governor  of  the  Rural  Telephone  Bank,  which 
was  created  by  Congress  in  1971  as  a  source  of  supplemental  funding  for  rural  telephone 
systems. 

Mr.  Byrne  is  a  former  chairman  of  the  Bank  of  Alex  Brown  in  Sacramento,  CaUfomia,  where 
he  also  served  as  president  and  chief  executive  officer  of  the  Alex  Brown  Financial  Group,  a 
multi-bank  holding  company.   He  is  a  member  of  the  Board  of  Trustees  of  the  University  of 
Redlands  in  Redlands,  California,  where  he  received  a  bachelor's  degree  in  political  science 
in  1965.   He  received  a  doctorate  in  political  science  from  the  University  of  North  Carolina  in 
1969,  and  from  1969  to  1973  was  an  associate  professor  of  poUtical  science  at  San  Dieg'o 
State  University. 

A  native  of  Ontario,  California,  Mr.  Byrne  now  lives  in  Washington,  D.C.,  with  his  wife. 
Norma.  They  are  the  parents  of  two  sons,  Tristan  and  Silas. 
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Farm  Credit  Administration  FY  1995  Budget  Request 


Introduction  and  Purpose 

This  document,  the  Farm  Credit  Administration  (FCA)  FY  1995  Budget  Justification,  along  with  the  supplement 
expands  the  budget  justification  the  FCA  provided  last  year.  Our  intention  is  twofold.  First,  the  justification 
provides  a  detailed  explanation  of  the  agency's  budget  request  and  is  similar  to  documentation  provided  by  the 
agency  in  the  past  Secondly,  in  the  Supplement  to  the  FY  1995  Budget  Justification,  we  have  attempted  to  provide 
in  our  narrative,  charts,  and  appendix  a  compilation  of  the  information  requested  in  the  subcommittee's  questions 
from  past  years.  We  are  hopeful  that  this  documentation  will  be  beneficial  to  the  subcommittee  and  its  staff  as 
far  as  being  responsive  to  previously  posed  but  still  gennane  inquiries.  Additionally,  we  believe  early  submission 
of  this  criQcal  data  will  facilitate  an  expeditious  response  to  inquiries  following  testimony. 

The  Farm  Credit  Administration 

The  Farm  Credit  Administration  is  an  independent  agency  in  the  executive  branch  of  the  U.S.  Government.  It 
is  responsible  for  the  regulation  and  examination  of  the  banks,  associations,  and  related  entities  that  collectively 
comprise  what  is  known  as  the  Farm  Credit  System  (System),  including  the  Federal  Agricultural  Mortgage 
Corporation  (Farmer  Mac).  Initially  created  by  an  Executive  order  of  the  President  in  1933,  the  agency  now 
derives  its  powers  and  authorities  from  the  Farm  Credit  Act  of  1971,  as  amended  (Act). 

The  principal  activities  of  the  FCA  are  to:  examine  System  institutions  for  compliance  with  statute,  regulations, 
and  safe  and  sound  banking  practices;  establish  Federal  regulations  for  System  institutions;  administer  the  Aa 
through  the  issuance  and  approval  of  amendments  to  the  Federal  charters  of  System  institutions;  approve  mergers 
between  System  institutions;  make  annual  reports  to  Congress  on  the  condition  of  the  System  and  its  institutions; 
and  approve  the  issuance  of  System  debt  obligations.  When  a  System  institution  is  found  to  be  in  violation  of 
statute  or  regulations,  or  is  operating  in  an  unsafe  or  unsound  manner,  the  agency  may  utilize  its  congressionally 
granted  enforcement  options  to  bring  about  corrective  action.  In  addition,  the  FCA  annually  examines  the 
National  Consumer  Cooperative  Bank  ff4CCB)  and  its  subsidiary,  the  NCCB  Development  Corporation,  and 
presents  these  Reports  of  Examination  to  the  Banking  (Committees  of  the  U.S.  Senate  and  the  House  of  Repre- 
sentatives. 

Management  of  the  agency  is  vested  in  a  full-time,  three-person  board  whose  members  are  appointed  by  the 
President  with  the  advice  and  consent  of  the  Senate.  The  board  members  serve  for  a  6-year  term  and  may  not 
be  reappointed  after  they  have  served  a  full  term,  or  more  than  3  years  of  a  prior  member's  term.  The  President 
also  designates  the  chairman  of  the  board,  who  serves  as  the  agency's  chief  executive  officw. 

All  of  the  FCA's  administrative  expenses  are  paid  by  the  institutions  it  regulates  and  examines.  The  FCA  does 
not  receive  appropriated  funds  but  has  been  subject  to  legislative  action  each  year  for  a  limitation  on  its  admin- 
istrative costs. 

Administrative  Cost  TVends 

Recognizing  FCA  costs  are  borne  by  System  borrowers,  FCA  strives  to  keep  its  costs  down,  while  maintaining 
the  ability  to  ensure  a  safe  and  sound  System.  Although  some  changes  have  occurred  in  the  Farm  Credit  System, 
such  as  reductions  in  the  number  of  System  institutions,  these  changes  cannot  be  compared  proportionately  with 
FCA  costs,  as  certain  FCA  costs  are  fixed. 

For  example,  logic  might  suggest  that  the  merger  of  two  System  institutions  would  translate  into  a  50-percent 
reduction  in  the  examination  costs  of  those  institutions.  This  is  not  the  case.  Examiners  spend  the  bulk  of  their 
time  reviewing  individual  loans,  which  remain  at  the  same  volume  even  though  a  merger  has  occurred.  While 
the  impact  of  mergers  to  FCA's  costs  may  itot  be  as  great  as  one  would  think,  it  has  allowed  the  agency  to  make 
relatively  substantial  reductions  in  overall  expendiDiies — a  trend  we  expect  to  continue. 
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As  indicated  in  the  following  table,  the  ratio  of  FCA  full-time  equivalent  (Fit,)  personnel  to  System  average 
earning  assets  declined  by  15  percent  from  FY  1990  to  FY  1993.  Based  on  projected  staffmg  levels  and  System 
average  earning  assets,  an  additional  decline  of  4  percent  is  projected  from  FY  1993  to  FY  1995.  This  demon- 
strates the  overall  monetary  benefits  resulting  frcan  a  reduction  of  agency  personnel,  which  is  a  variable  cost 
change  that  is  responsive  to  a  change  in  the  System  and  indicative  of  our  commitment  to  reduce  costs  when 
opportunities  allow. 

The  table  also  shows  the  total  administrative  costs  for  both  the  FCA  and  the  FCS  Building  Association  (FCSBA). 
These  costs  are  also  expressed  in  basis  point  costs  to  the  System's  borrowers.  The  FCSBA  did  not  assess  the 
System's  institutions  for  any  administrative  expenses  in  1993  because  of  a  planned  reduction  in  the  FCSBA's 
reserves.  For  FY  1995,  total  FCA  budgeted  costs,  when  stated  as  an  interest  factor  of  the  System's  average  earning 
assets,  will  only  amount  to  7.0  basis  points.    The  7.0  basis  points  include  (he  cost  of  the  FCSBA. 


FCA  Administrative  Costs  Expressed  in  Basis  Points 
to  Farm  Credit  System  Borrowers 

(In  Thousands  of  Dollars) 


Fiscal  Year 

FCA 

FCSBA 

Total 

System 

Cost  in 

Number  FTEs 

Costs 

Costs 

Cost 

Average 

Earning 

Assets  (AEA) 

Additional 
Basis  Points 

Per  BUllon  $ 
of  System  AEA 

1990  (Actual) 

$36,093 

$4,651 

$40,744 

$61,671,000 

6.6 

8.6 

1991  (Actual) 

$37,504 

$4,359 

$41,863 

$60,496,000 

6.9 

8.5 

1992  (Actual) 

$38,004 

$3,910 

$41,914 

$61,254,000 

6.8 

7.9 

1993  (Actual)' 

$35,875 

$0 

$35,875 

$61,555,000' 

5.8* 

7.3 

1994  (Budget) 

$40,426 

$1,814 

$42,240 

$61,555,000 

6.9 

7.1 

1995  (Proposed  Budget) 

$40,996 

$1,814^ 

$42,810 

$61,555,000 

7.0 

7.0 

Note:  Footnotu  and  related  text  are  in  actual  dollar  amounts.  (See  page  8  for  an  exfdanation  of  reimbunable  obligations.) 

'Beginning  in  FY  1993,  FCA  costs  do  not  include  reimbursable  obligations. 

^Average  earning  assets  as  of  September  30, 1993.  For  purposes  of  this  chart,  nocbange  was  assumed  for  1994or  1995. 

'Since  the  1995  budget  for  the  FCSBA  will  not  be  approved  until  September  1994.  for  purposes  of  analysis,  no  change  was  assumed  in  1995  from  the 
1994  level. 

*This  lower  basu  pomt  cost  is  attributed,  in  part,  to  the  nonassessment  of  FCSBA  costs  in  FY  1993  and  the  results  of  other  fiscal  savings  as  described 
below. 


FY  1993  Savings 


During  FY  1993,  the  agency  implemented  an  improved  budget  development  and  execution  pnxess.  This  initiative 
resulted  in  improved  justifications  for  budget  requests  and  expenditures,  a  linkage  to  the  agency  planning  process, 
and  improved  controls  over  the  expenditures  of  agency  funds.  Within  the  first  6  months  of  the  fiscal  year,  this  process 
identified  approximately  $1.2  milUon  of  potential  cost  savings.  Ongoing  monitoring  of  agency  needs  and  expendi- 
tures resulted  in  additional  cost  savings  of  $2.4  million  for  the  remainder  of  the  year  for  a  total  cost  savings  of  $3.6 
milUon  for  FY  1993.  Included  in  this  amount  is  aj^roximately  $500,000  for  needed  capital  expenditures  for  com- 
puter equipment  that  was  not  expended  in  FY  1993  and  deferred.  These  capital  expenditures  for  computer  equipment 
represent  a  future  need  for  the  agency. 
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Since  FCA  cannot  accurately  forecast  events  affecting  the  System,  such  as  an  economic  downturn  or  future  merger 
activity,  and  the  appropriate  regulatory  reactions,  it  must  plan  for  and  be  prepared  for  a  number  of  contingencies.  Tbe 
FCA  budget  must  include  the  resources  necessary  for  implementing  these  plans.  However,  FCA's  planning  also 
contemplates  the  potential  for  actual  costs  to  be  lower,  in  which  case  the  savings  are  returned  to  the  regulated  entities, 
as  was  the  case  in  FY  1993. 

FY  1995  Budget  Request 

The  FCA  proposes  a  budget  of  $40,996  million  for  FY  1995.  The  FY  1995  budget  for  the  agency's  administrative 
expenses  represents  a  $570,000  increase,  or  1.4  percent  above  die  FY  1994  approved  administrative  expense' 
limitation  of  $40,426  million. 

The  FCA,  in  essence,  has  two  assets.  It  has  cash  needed  to  operate  and  people  it  employs.  People,  in  fact,  are 
our  most  valued  asset.  Condibuting  to  that  value  as  an  asset  are  our  employees'  relative  level  of  experience  and 
seasoning.  Their  performance  can  be  measured  by  a  comphmentary  General  Accounting  Office  (GAO)  report, 
dated  January  7,  1994.  The  uUe  of  that  report,  "Farm  Credit  Administiation  Effectively  Addresses  Identified 
Problems,"  is  a  testimony  to  tbe  talent  of  FCA's  employees.  The  report  concluded  that  FCA's  examination, 
monitoring,  and  enforcement  were  generally  comprehensive  and  timely.  FCA  management  believes  that  the 
agency's  effectiveness,  as  confirmed  by  the  GAO  report,  reflects  the  professionalism  and  dedication  of  all  employ- 
ees and  their  value  to  System  stockholders  and  investors.  The  experience  they  possess,  however,  bears  a  cost.  And 
that  cost  translates  into  salary  increases  for  recognition  of  meritorious  performance  and  increased  benefits  for  the 
talented  people  who  won  the  agency  such  plaudits. 

FCA  believes  that  the  overall  budget  increase  of  1 .4  percent  is  modest  when  considering  its  roots  rest  in  simple, 
competitive  maintenance  of  a  work  force  proven  successful.  FCA's  plan  for  continued  quality  in  the  execution 
of  its  mission  also  involves  more  efficiencies  that  take  tbe  form  of  significant  personnel  reductions  and  cost  savings 
in  other  operating  areas. 

In  summary,  the  proposed  budget  changes  can  be  described  as  follows: 

Percentage  Change 

Compensation  (including  merit  pay)  and  increased 
benefits  of  a  veteran  work  force  4.2% 

Persoimel  reductions  (2.2) 

Cost  savings  on  reductions  in  all  other  nonpersonnel 
object  classifications  (0.6) 

Net  Change  1.4% 


Again,  FCA  believes  that  these  increases  are  slight  when  compared  to  published  national  salary  surveys,  which 
for  1994  indicated  an  average  merit  pay  increase  of  4.35  percent.  Additionally,  FCA  was  statutorily  instructed 
to  set  and  adjust  compensation  levels  that  maintained  comparability  with  other  Federal  fmancial  regulatory 
agencies. 
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The  following  table  illustrates  the  percentage  of  annual  budget  increases  compared  with  the  corresponding  inflation 
factor,  as  measured  by  the  Consumer  Price  Index  for  All  Urban  Consumers  for  each  fiscal  year  since  1989.  As 
the  portion  of  the  table  in  bold  shows,  the  average  rate  of  increase  in  the  FCA's  budget  has  been  less  than  the 
average  rate  of  inflation  for  six  periods. 


FCA  Percentage  Budget  Increases  and  Corresponding  Inflation  Factor 


Year 

1990 

1991 

1992 

1993 

1994 

1995 

Average 

Percent  Increase 
Percent  Inflation 

3.4% 
5.4% 

13.3% 
4.2% 

0.0% 
3.0% 

(1.0%) 
2.7% 

1.3% 
2.9%* 

1.4% 
3.0%* 

*-     3.1% 

3.5% 

'Estimates. 


FY  1995  Budget  Highlights 

1 .  Approximately  83  percent  of  the  budget  request  is  to  cover  employee  compensation  and  personnel  benefits  for 
current  and  former  employees.  For  FY  1995,  more  than  $34  milhon  is  estimated  for  personnel  compensation 
and  benefits,  with  $1.3  million  budgeted  for  pay-for-performance  salary  increases  for  FY  1995. 

2.  Travel  and  transportation  of  persons  is  slightly  reduced  fix)m  the  FY  1994  level,  primarily  because  most  moves 
of  personnel  from  closing  two  Office  of  Examination  field  offices  and  elimination  of  one  regional  office  will 
be  accomplished  during  FY  1994.  The  remainder  will  occur  during  FY  1995.  Travel  funds  for  the  exami- 
nation function  accounts  for  nearly  80  percent  of  the  total  travel  request. 

3.  Printing  and  reproduction  decreases  significantly  from  the  FY  1994  level  primarily  because  the  FY  1994 
budget  includes  about  $75,000  fw  a  complete  rejaint  of  the  FCA  Examination  Manual  to  reflect  the  imple- 
mentation of  a  risk-based  approach  to  examinations  and  other  significant  changes.  This  will  be  the  first  time 
FCA  has  done  a  complete  revision  of  the  examination  manual  since  1986. 

4.  Consulting  and  other  services  also  decreases  from  the  FY  1994  level,  but  includes  funds  for  quick  response 
accounting  contracts,  possible  use  of  negotiated  rulemaking,  training  videos,  enhancement  of  the  new  Finan- 
cial Management  System,  a  contract  for  FCA's  library  staff,  personnel  security  investigations,  a  salary  survey 
to  assess  comparabiUty  with  other  Federal  financial  regulators,  and  completion  of  the  FCA  Risk  Assessment 
Project. 

5.  The  purchase  of  equipment  increases  from  the  FY  1994  level  by  $142,900  due  primarily  to  routine  replace- 
ment of  obsolete  computers  ccnnbined  with  expected  migration  to  a  new  system  architecture.  This  architecture 
will  replace  obsolete  VAX  minicomputers  acd  is  responsive  to  recommendations  made  by  outside  consultants. 
Replacements  will  be  necessary  as  personal  computers  and  minicomputers  beccxne  obsolete  and  equipment 
maintenance  becomes  cost  prohibitive. 

6.  While  the  agency's  objective  is  to  complete  a  1995  audit  of  FCA's  fmancial  statements  "in-house,"  the  Office 
of  Inspector  General  (OIG)  has  budgeted  $125,000  in  Consulting  and  other  services  for  an  external  audit  An 
external  audit  of  FCA's  financial  statements  will  be  completed  in  1994  and,  after  the  OIG  reviews  that  audit, 
a  determination  will  be  made  as  to  whether  the  audit  can  be  done  by  the  OIG  staff  in  1995. 

7.  The  FCA  will  exceed  die  planned  staff  reductions  set  by  the  Office  of  Management  and  Budget  to  carry  out 
President  Clinton's  Executive  Order  No.  12839,  issued  in  an  effon  to  eliminate  100,000  Federal  employee 
positions  by  FY  1995.    (See  page  12.) 


539 


FCA  Budget  Trends 

The  following  tables  show  a  5 -year  FCA  administrative  costs  trend,  as  well  as  a  5-year  trend  of  the  "Consulting 
and  other  services"  category. 


FCA  Administrative  Costs  for  Fiscal  Years  1991-1995 

(In  Thousands  ef  Dollars) 


Object  Classification 

FY  1991 
Actual 

FY  1992 
Actual 

FY  1993 
Actual 

FY  1994 
Budget 

FY  1995 

Proposed 

Budget 

Full-time  permanent 

$22,741 

$24,474 

$24,801 

$26,117 

$26,898 

Other  than  full-time  pemianent 

814 

700 

315 

232 

232 

Other  personnel  compensation 

374 

404 

118 

277 

152 

Total  personnel  compensation 

23,929 

25,578 

25,234 

26.626 

27,282 

Civilian  personnel  benefits 

5,915 

6,049 

6,020 

6.426 

6.514 

Benefits  for  former  employees 

116 

320 

203 

201 

271 

Travel  and  transportation  of  persons 

3,040 

2,502 

2,106 

2.484 

2.477 

Transportation  of  things 

176 

106 

67 

98 

85 

Rent,  ccHnmunications,  and  utilities 

1,085 

892 

578 

685 

679 

Printing  and  reproduction 

143 

146 

121 

299 

239 

Consulting  and  other  services 

1.968 

2,037 

1,497 

2.335 

2,098 

Supplies  and  material 

671 

521 

309 

644 

580 

Equipment 

1,346 

397 

121 

628 

771 

Insurance  claims/indenmities 

152 

539 

22 

0 

0 

Total  direct  obligations 

38.541 

39.087 

36,278' 

40.426 

40,996 

Prior  year  deobligations' 

(1,037) 

(1.083) 

(403) 

0 

0 

TOTAL 

$37,504 

$38,004 

$35,875' 

$40,426 

$40,996 

Noce:  Footnotes  and  related  text  are  in  actual  dollar  amounts. 
'Excludes  reimbursable  abUgatioos  of  $461 ,000  (see  page  8). 
'Amounts  lepresent  unused  obligatioas  from  pior  years. 
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FCA  Administrative  Costs  for  Consulting  and  Other  Services 

(In  Thousands  of  Dollars) 


FY  199S 

Item 

FY  1991 

FY  1992 

FY  1993 

FY  1994 

Proposed 

Actual 

Actual 

Actual 

Budget 

Budget 

Contracted  software 

$     10 

$       2 

$     38 

$      12 

$     75 

ADP  contractual  services 

249 

160 

463' 

377 

387 

ADP  equipment  maintenance  and  repair 

292 

238 

199 

161 

135 

Software  maintenance 

105 

113 

144 

145 

131 

Maintenance  and  repair  of  non-ADP  equipment 

108 

132 

100 

152 

166 

Storage  of  household  goods 

43 

19 

19 

28 

21 

Training 

362 

424 

239 

474 

470 

Office  renovation 

134 

68 

2 

50 

50 

Membership  fees 

0 

1 

1 

3 

3 

Other  non-ADP  contracts,  net  of  adjustments 

665 

880 

292 

933' 

660 

Total  Consulting  and  Other  Services 

$1,968 

$2,037 

$1,497 

$2,335 

$2,098 

Note:  Footnoiu  and  relaled  text  are  in  actual  dollar  amouDts. 

'The  majority  of  the  increase  in  ADP  contractual  services  fot  FY  1993  over  FY  1992  is  for  correcting  the  deficiencies  in  the  agency's  Financial 
Management  System  in  order  to  comply  with  the  core  financial  system  requirements.  (See  the  Supplement,  page  5.  for  a  more  detailed  discussion.) 

Tlie  FY  1994  amount  mcludes  $125,000  for  a  financial  audit;  $133,000  for  assistance  on  the  analysis  of  System  risks;  $177,000  for  contractual 
training  and  comiiussion  test  consultants ;  and  $220,000  for  contractual  services  in  the  Office  of  Secondary  Market  Oversight 


541 


The  following  table  indicates  the  sources  of  PC  A  revenue  for  fiscal  years  1991  through  1995. 


Sources  of  FCA  Revenue  for 
Fiscal  Years  1991-1995 

(In  Thousands  of  Dollars) 


FY  1995 

Revenue  Source 

FY  1991 

FY  1992 

FY  1993 

FY  1994 

Proposed 

Actual 

Actual 

Actual 

Budget 

Budget 

Direct  Program' 

Farm  Credit  System 

$40,290 

$40,290 

$39,608 

$40,100 

$40,628 

Federal  Agricultural  Mortgage 

36 

247 

300 

326 

368 

Corporatioii  (Farmer  Mac) 

Interest  Income- 

574 

367 

296 

200 

220 

Other  Miscellaneous  Income 

60 

36 

62 

0 

0 

Total  Direct  Program 

40,960 

40,940 

40,266 

40,626 

41,216 

Reimbursable  Program' 

Farm  Credit  System  Insurance 

Corporation  (FCSIC) 

811* 

473 

346 

433 

463 

National  Consumer  Cooperative  Bank 

116 

115 

115 

100 

105 

and  National  Consumer  Cooperative 

Bank  Development  Corporation 

Other 

0 

0 

0 

0 

0 

Total  Reimbursable  Program 

927 

588 

461 

533 

568 

Total  Direct  and  Reimbursable,  FCA 

$41,887' 

$41,528' 

$40,727'' 

$41,159 

$41,784 

Note:  FootncKes  and  related  ten  are  ia  actual  dollar  amounts. 

'From  assessment  foe  FCA  administialive  costs. 

^Tbc  substantial  reduction  in  interest  income  (36  percent)  in  FY  1992  was  the  result  of  less  invested  cash  and  tower  interest  rates.  The  budgets  for  FY 
1994  and  FY  1995  assume  continued  low  interest  rates. 

^See  detailed  table  on  page  8. 

'Prior  to  FY  1992,  all  staff  work  for  FCSIC  was  performed  by  FCAonareimbuisable  basis.  FCSIC  appointed  its  first  permanent  staff  in  October  1991. 

^$4.4  milUon  of  this  revenue  was  not  needed  for  the  FCA's  administrative  costs  in  FY  1991  and  these  excess  funds  were  returned  to  the  Farm  Credit 
System  instimtioos  and  Fanner  Mac. 

*$3.S  million  of  this  revenue  was  not  needed  for  the  FCA's  administrative  costs  in  FY  1992  and  these  excess  funds  were  returned  to  the  Farm  Credit 
System  institutions  and  Farmer  Mac. 

^4.4  milhon  of  this  revenue  (consisting  of  $3.6  milUon  of  FCA  administrative  cost  savings  and  SO. 8  milhon  of  reimbursable  income  and  interest 
income)  was  not  needed  for  FCA's  administrative  costs  in  IT  1993,  and  these  excess  funds  will  be  returned  to  tlie  Farm  Credit  System  insututions  and 
Fanner  Mac. 
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In  addition  to  the  direct  obligations  budget,  the  FCA  Board  also  approved  a  reimbursable  obligations  budget  of 
$568,374  for  FY  1995.  The  budget  piimarily  includes  expenses  related  to  the  Farm  Credit  System  Insurance  Corpo- 
ration (FCSIC)  and  the  examination  of  the  National  Consumer  Cooperative  Bank  and  its  subsidiary.  The  following 
table  shows  a  3-year  u-end  of  reimbursable  obUgations. 


Reimbursable  Obligations 

(In  Thousands  of  Dollars) 


Reimbursable  Obligations 

FY  1993 
Actual 

FY  1994 
Budget 

FY  1995 

Proposed 

Budget 

Full-time  permanent 

$241 

$323 

$343 

Civilian  personnel  benefits 

83 

71 

75 

Travel  and  transportation 

10 

0 

0 

Printing  and  reproduction 

1 

0 

0 

Consulting  and  other  services 

126 

139 

150 

Total 

$461 

$533 

$568 

Note;  Related  text  is  in  actual  dollar  amouDU. 

Reimbursable  obUgations  from  FCSIC  arise  from  FCA's  providing  services  in  the  form  of  personnel  and  other 
administrative  support  Certain  levels  of  this  support  are  provided  on  an  "as  needed"  basis  and  are  the  result  of 
situational  demands  which  are  difiicult  to  predict.  Because  of  this  difficulty,  the  estimation  process  inherent  in 
budgeting  reimbursable  obligations  is  correspondingly  less  precise  than  other  budget  elements  and  can  result  in 
the  appearance  of  more  funds  being  available  than  is  actually  the  case. 

Reimbursable  obligations  are  included  in  the  total  obUgations  for  FY  1991  and  FY  1992.  As  you  will  note,  the 
reimbursable  obligations  from  FCSIC,  the  National  Consumer  Coq>erative  Bank  and  its  subsidiary,  and  other 
sources  result  in  FCA  having  more  revenue  than  the  total  budgeted  administrative  costs.  Accordingly,  the  FCA 
Board  has  directed  staff  to  evaluate  how  reimbursables  should  be  incorporated  into  the  budgeting  process  to 
eliminate  excess  assessments.  When  this  study  is  completed,  the  FCA  wiU  adjust  System  assessments  to  reduce 
any  overcoUection  of  funds. 

The  Office  of  Management  and  Budget  (0MB)  has  advised  FCA  that  revenue  earned  from  services  provided  on  a 
reimbursable  basis  is  not  to  be  considered  in  the  measurement  of  FCA's  annual  administrative  costs  limitation. 


Reinventing  Government 

During  FY  1995,  FCA  sta£F  levels  will  continue  to  decrease.  The  agency  is  proposing  to  reduce  the  number  of 
its  fuU-time  equivalents  (FTEs)  from  the  planned  level  of  440.0  in  FY  1994  to  428.1  in  FY  1995.  The  FY  1994 
House  Agricultural  Appropriations  Subcommittee  report  language  states,  "The  Committee  expects  the  FCA  to 
comply  with  the  President's  personnel  reduction  goals."  The  FCA's  planned  staff  reductions  exceed  the  goals  set 
for  this  agency  by  the  0MB  to  carry  out  President  CUnton's  Executive  Order  No.  12839,  issued  in  an  effort  to 
eUminate  1(X),000  Federal  employee  positions  by  FY  1995. 


543 


In  addition,  the  Clinton  Administration  issued  guidelines  in  a  memorandum  dated  September  11,  1993,  to 
implement  the  National  Perfonnance  Review's  recommendation  to  reduce  the  executive  branch  civilian  work  force 
by  252,000,  or  not  less  than  12  percent,  by  the  end  of  FY  1999.  While  independent  regulatory  agencies  are  only 
requested  to  comply  with  the  memorandum's  provisions,  the  FCA  Board  has  decided  it  will  make  every  effort  to 
reduce  the  agency's  stafi'  by  12  percent  in  order  to  aid  in  the  President's  efforts. 

According  to  information  from  0MB,  the  FCA  target  for  staff  reductions  for  FY  1995  and  FY  1999  is  441  FTEs 
and  408  FTEs,  respectively.  FCA's  anticipated  FTE  reduction  to  428.1  by  FY  1995  wiU  exceed  the  FY  1995  target 
by  2.9  percent  and  goes  a  long  way  toward  reaching  the  FY  1999  target.  FCA  will  also  be  drafting  streamUning 
plans  to  reduce  the  ratio  of  managers  and  supervisors  to  other  personnel. 

Following  is  a  table  providing  a  5-year  trend  of  actual  and  proposed  reductions  m  FTEs.  As  the  table  illustrates, 
by  FY  1995,  FCA  plans  to  have  reduced  its  FTEs  by  more  than  100  in  the  5-year  period,  which  amounts  to  a 
reduction  of  almost  20  percent  Nine  of  these  FTEs  were  management/supervisory  positions  eliminated  as  part 
of  the  restructuring  resulting  from  a  recommendation  of  an  outside  management  study  conducted  by  Riso-Dempsey 
in  FY  1992.  (See  the  Supplement  to  the  FCA  FY  1995  Budget  Justification,  page  4,  for  a  full  discussion  of  the 
Riso-Dempsey  Management  Study.) 


5- Year  TVend  of  FCA  Actual  and  Proposed 
Reductions  in  FTEs 


Percent  Decrease 

Cumulative 

Fiscal  year 

Full-Time 

From  Previous 

Percent  Decrease 

Equivalents 

Year 

Since  1990 

1990  (Actual) 

532.7 

N/A 

N/A 

1991  (Acnial) 

514.7 

3.4% 

3.4% 

1992  (Actual) 

486.6 

5.5% 

8.7% 

1993  (Actual) 

450.6 

7.4% 

15.4% 

1994  (Planned) 

440.0 

2.4% 

17.4% 

1995  (Proposed) 

428.1 

2.7% 

19.7% 

77-965    0—94- 


-18 


544 


FCA  Office  Tk-ends 

The  next  two  mbles  break  down  staffing  levels  and  administrative  costs  by  ofTice  and  by  location  at  headquarters 
and  field  examination  offices. 


Full-Time  Equivalent  Levels  by  FCA  Office 


FY  1991 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

Organizational  Unit 

Actual 

Actual 

Actual 

EsUmate 

Estimate 

Headquarters: 

CEO  and  Board 

8.03 

11.06 

12.88 

13.09 

13.00 

Chief  Operating  Officer 

N/A 

0.30 

2.86 

4.00 

4.00 

Congressional  and  Public  Affairs 

6.67 

6.78 

4.58 

5.95 

6.00 

Examination  (HQ)' 

95.10 

59.15 

36.00 

36.80 

36.80 

General  Counsel 

24.25 

27.33 

20.66 

20.30 

20.80 

Resources  Management 

106.36 

107.35 

103.37 

106.97 

106.85 

Regulatcxy  Enforcement 

15.05 

0.00^ 

N/A 

N/A 

N/A 

Inspector  General 

5.30 

5.68 

6.11 

7.67 

7.34 

Secondary  Market  Oversight 

N/A 

0.13 

1.00 

1.00 

1.00 

Special  Supervision  and  Corporate  Affairs^ 

N/A 

14.61 

24.61 

24.80 

24.03 

Subtotal  Headquarters 

260.76 

232.39 

212.07 

220.58 

219.82 

Field  Examination 

253.96 

254.17 

238.49 

219.42 

208.26 

Total.  Headquarters  and  Field' 

514.72 

486.56 

450.56 

440.00 

428.08 

*Por  FY  1991 ,  the  En  n  mi  nan  on  (HQ)  fits  includes  the  McLeaa  field  examiDatioo  and  Eastern  Regional  offices. 

niie  Office  of  Special  SupervisioD  and  Coqx>rate  Affairs  (OSSCA)  was  created  in  August  1992  as  part  of  the  iinplementation  of  the  Riso-Dempsey 
MaLaagemeot  Study.  Included  m  OSSCA's  FTEs  are  1 1 .  14  FTEs  from  the  fonner  Office  o€  Regulatory  EnforceroenL 
'Includes  reimbursable  FTEs. 
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Administrative  Costs  by  FCA  Office 

(In  Thousands  of  Dollars) 


FY   1991 

FY  1992 

FY  1993 

FY  1994 

FY  1995 

Organizational  Unit 

Actual 

Actual 

Actual 

Budget 

Proposed 
Budget 

Headquarters: 

CEO  and  Board 

$     734 

$  1,281 

$  1.310 

$  1.373 

$  1,398 

Chief  Operating  Officer 

N/A 

50 

312 

*-.489 

498 

Congressional  and  Public  Affairs 

500 

594 

397 

534 

554 

Examination  (HQ)' 

6,116 

5,269 

3.416' 

4,197 

4,219 

General  Counsel 

1.853 

2,368 

1.924 

2,039 

2,182 

Resources  Management 

9,958 

9.829 

8.788 

10,736 

10,986 

Regulatory  Enforcement 

1,375 

N/A 

N/A 

N/A 

N/A 

Inspector  General 

700 

543 

613 

853 

886 

Secondary  Market  Oversight 

N/A 

246 

237' 

326 

368 

Special  Supervision  and  Corporate  Affairs 

N/A 

1,441 

2.218' 

2,554 

2,462 

Less:  Interagency  Obligations' 

(118) 

(78) 

(85) 

Subtotal  Headquarters 

21,236 

21,503 

19,137 

23,101 

23,468 

Field  Examination 

17,305 

17,584 

17.141 

17,325 

17,528 

Prior  Year  Deobligations* 

(1,037) 

(1.083) 

(403) 

0 

0 

Total,  Headquarters  and  Reld 

$37,504 

$38,004 

$35,875' 

$40,426 

$40,996 

Note:  Footnotes  and  related  text  are  in  actual  dollar  amouots. 

'Fof  years  prior  to  FY  1992,  the  Examinauon  (HQ)  included  funding  for  the  McLean  fleld  eiamination  and  Eastern  Regional  offices. 

The  decrease  in  FY  1993  costs  for  the  Office  of  Examination  (HQ)  and  increase  in  Office  of  Special  Supervision  and  Corporate  Affairs  (OSSCA)  costs 
reflect  certain  staff  transfers  from  the  Office  of  Examination  (HQ)  to  OSSCA  in  August  1992. 

'Anwunls  represent  obligatioas  of  the  Office  of  Secondary  Market  Oversight  for  services  of  other  FCA  offices. 

'Amounts  represent  unused  obligations  from  prior  years. 

The  Office  of  Secondary  Market  Oversight  prior  year  deobligatious  of  $1 ,7S2  are  included  in  the  Prior  Year  Deobligatioiis  line  item  for  the  agency. 

'Beginmng  in  FY  1993, FCA'sReimbursable  Program  isaocounled  for  sepaiatclyfromthe  FCA  Direct  Program.  The  table  above  reflects  the  costs  for 
the  FCA  Direct  Program. 


11 


546 


For  FY  1995,  Ihe  FCA  will  reduce  its  FTEs  and  limit  cost  increases  primarily  by: 

Closing  TWo  Field  Offices  and  Eliminaling  One  Regional  Office— With  the  closing  of  three  field  examination 
offices  in  1991  in  Louisville,  Ky.,  Omaha,  Neb.,  and  Spokane,  Wash.,  the  agency  adopted  a  portfolio  approach 
to  examination.  Rather  than  one  FCA  field  office  examining  one  System  district,  under  the  portfolio  approach, 
institutions  in  the  same  System  district  may  be  assigned  to  different  FCA  field  examination  offices.  Assignments 
are  based  on  the  most  cost-effective  means  of  conducting  examinations  rather  than  simply  corresponding  to  Fann 
Credit  district  boundaries. 

Two  additional  field  offices,  located  in  Albany,  N.Y.,  and  Oklahoma  City,  Okla.,  will  be  closed  in  March  1995. 
In  addition,  the  Office  of  Examination  reduced  its  regional  offices  from  three  to  two  in  November  1993.  These 
closures  should  produce  a  long-tenn  cost  savings.  In  fact,  the  Farm  Credit  System  Building  Association  estimates 
the  closures  will  reduce  its  cost  for  FCA  field  offices  by  approximately  $155,000  in  FY  1996. 

Reducing  FTEs  in  the  Office  of  Resources  Management— Late  in  FY  1995,  the  Office  of  Resources  Management 
expects  to  eliminate  12  FTEs.  The  elimination  of  these  positions,  all  from  FCA's  administrative  functions,  will 
occur  too  late  in  the  fiscal  year  to  significantly  affect  the  FY  1995  budget.  When  these  reductions  are  completed, 
FCA  will  have  reduced  staffmg  by  22.7  percent  from  the  peak  FTE  level  of  554  in  FY  1988. 

Reducing  FTEs  in  the  Office  of  Examination— Dwing  FY  1995,  the  Office  of  Examination  will  reduce  its  FTE 
level  by  11.16  from  its  FY  1994  level.  This  reduction  will  include  the  elimination  of  one  management  position. 
The  remainder  will  encompass  support  staff  and  field  examiners.  This  reduction  is  in  response  to  ongoing  System 
restructuring,  resulting  in  a  reduction  in  the  number  of  examiners  needed  to  carry  out  the  examination  function 
and  implementation  of  the  agency's  authority  to  determine  the  scope  of  examination  based  on  the  risk  inherent 
in  the  institution. 
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Major  Projects  Planned  for  FY  1994/FY  1995 

The  following  projects  will  be  undertaken  to  carry  out  FCA's  FY  1994/FY  1995  Strategic  Plan. 

Examinations 

FCA  plans  to  conduct  224  examinations  in  FY  1994,  including  infoimation  systems  in  selected  banks  and  the 
Federal  Farm  Credit  Banks  Funding  Corporation.  This  number  is  up  slightly  from  the  221  examinations  con- 
ducted during  FY  1993.  The  number  of  examinations  to  be  conducted  during  FY  1995  is  not  yet  available; 
however,  it  would  be  similar  barring  a  large  number  of  institution  mergers. 

Procedures  for  Examining  Farm  Credit  Banks 

A  number  of  System  banks  have  shifted  or  are  shifting  their  operations  from  retail  to  wholesale  banking.  Spe- 
cifically, they  are  moving  their  assets  and  responsibility  for  those  assets  to  the  associations  in  the  district.  As  more 
banks  make  the  change  from  retail  to  wholesale,  examination  procedures  will  be  revised  to  ensure  that  effective 
and  efficient  testing  is  completed,  at  both  the  bank  and  association  levels.  The  expected  effect  is  to  reduce 
examination  resources  for  hank  examinations,  which  will  carry  less  risk,  and  increase  the  resources  devoted  to 
association  examinations,  which  will  carry  greater  risk.  Therefore,  an  overall  resource  savings  is  unlikely  to  result 
from  the  increase  in  wholesale  banking  unless  the  number  of  System  institutions  declines.  Procedures  are  being 
developed  to  ensure  that  appropriate  areas  are  covered  in  the  examination  of  wholesale  banks. 

Offsite  Examinations 

FCA's  offsite  examination  program  was  in  the  testing  phase  during  FY  1992  and  FY  1993.  The  stabite  requires 
the  examination  of  each  System  institution,  except  Federal  Land  Bank  Associations,  at  least  annually.  However, 
if  the  purposes  of  the  examination  function  are  fulfilled  and  the  requirements  of  the  statute  are  met,  the  scope  and 
method  of  the  examination  process  are  within  the  agency's  discretion. 

In  keeping  with  the  FCA's  policy  to  achieve  maximum  examination  efficiency  and  effectiveness,  the  annual 
examinations  of  some  institutions  are  conducted  primarily  offsite.  Offsite  examinations  are  used  when  prior 
examinations  and  current  financial  data  show  that  the  institution: 

•  has  been  capably  managed; 

•  is  in  sound  financial  condition;  and 

•  has  acceptable  asset  quality  and  adequate  administration  of  its  loan  portfolio. 

Onsiie  examinations  are  required  for  any  institution  with: 

•  assets  greater  than  $250  milUon; 

•  a  CAMEL'  rating  of  "3,"  "4,"  or  "5"; 

•  an  offsite  examination  in  the  prior  year;  or 

•  an  enforcement  action  that  has  been  in  place  during  any  of  the  prior  3  calendar  years. 

As  a  test,  nine  offsite  examinations  were  conducted  in  FY  1992  and  FY  1993.  The  test  showed  overall  exami- 
nation time  was  reduced  by  an  average  of  44  percent  Additionally,  travel  costs  are  reduced  because  fewer 
personnel  and  fewer  trips  to  the  institution  are  needed.  Offsite  examinations  have  been  a  qualitative  success  not 
only  from  the  stanc^int  of  effecting  cost  savings  from  reduced  travel  needs,  but  also  by  allowing  us  to  achieve 
our  mission  of  ensuring  die  safe  and  sound  operation  of  these  institutions  without  assuming  significant  risk  of 
undetected  weaknesses.  Approximately  17  percent  of  System  institutions  (42)  are  eUgible  for  an  offsite  exami- 
nation. The  examination  schedule  calls  for  24  of  tiiose  institutions  to  receive  an  offsite  examination  in  FY  1994 
and  the  balance  to  be  examined  offsite  in  FY  1995. 


'The  acionym  CAMEL  stands  for  CapiUl  adeqiucy,  Asset  quality,  ManagemcDt.  Earnings,  and  Liquidity.   For  a  comprehensive  discussion  of 
CAMEL  ratings  of  Farm  Credit  System  institutions,  see  page  14  of  Uie  Supplement  to  the  FCA  FY  1995  Budget  Justification. 

13 


548 


Priority  Regulation  Projects 

In  Uie  following  section,  the  priority  regulation  projects  are  listed  with  a  brief  explanation  of  the  changes  that  must 
be  addressed.    The  regulations  are  not  listed  in  any  order  of  priority. 

Director  and  Senior  Officer  Compensation— Amends  FCA  regulations  to  implement  changes  made  by  the  Farm 
Credit  Banks  and  Associations  Safety  and  Soundness  Act  of  1992  and  proposes  disclosure  rules  on  senior  officer 
compensation  and  reimbursable  expenses  for  directors. 

General  Financing  Agreement — ^WiJl  clarify  existing  poUcies  and  procedures  for  establishing  a  funding  relation- 
ship between  the  Farm  Credit  Banks  and  their  affiliated  direct  lending  institutions.  Will  provide  unifwm  guide- 
lines upon  which  the  general  financing  agreements  will  be  developed  and  executed,  and  eliminate  FCA  prior 
approval. 

Eligibility  and  Scope  of  Financing* — V/iJl  clarify  pohcies  and  procedures  with  respect  to  borrower  eligibiUty  and 
scope  of  financing. 

Capital* — ^WiU  clarify  permanent  capital  requirements  for  each  System  institution  and  incorporate  any  legislative 
changes  pertaining  to  System  capital.  Will  also  review  similar  regulations  of  other  commercial  bank  regulators 
to  ensure  appropriate  safety  and  soundness  standards  for  the  System. 

Termination  of  Large  Associations  and  Banks — ^Will  establish  regulations  under  which  a  Farm  Credit  bank  or  large 
association  can  terminate  its  charter  as  a  System  institution. 

Report  to  Investors — ^WtU  establish  disclosure  requirements  for  the  Report  to  Investors  of  the  Farm  Credit  System 
published  by  the  Federal  Farm  Credit  Banks  Funding  Corporation. 

Investments  and  Other  Funding — Will  revise  regulations  defming  eligible  investment  types  and  purposes  for  a 
System  institution. 

Ethics — ^Will  revise  regulations  pertaining  to  FCA  employees'  responsibilities  and  conduct 

Financially  Related  Services* — Will  revise  regulations  dealing  with  technical  assistance  and  financially  related 
services. 

Collateral  Evaluation* — Will  consider  revisions  to  regulations,  taking  into  consideration  regulatory  burden  con- 
cerns and  similar  regulations  of  other  commercial  bank  regulators. 

Participation  in  the  1995  Farm  Bill  Debate 

The  199S  Farm  Bill  may  contain  provisions  dealing  with  the  System's  lending  authorities.  It  is  anticipated  that 
FCA  will  spend  some  resources  in  assessing  any  safety  and  soundness  concerns  attached  to  the  various  proposals. 

Development  of  a  Risk-Based  Capital  Test  for  Farmer  Mac 

The  Food,  Agriculture,  Conservation  and  Trade  Act  Amendments  of  1991  required  FCA  to  adopt  regulations 
esiabhshing  risk-based  capital  standards  for  Farmer  Mac.  This  risk-based  approach  must  be  based  on  historical 
data  gathered  from  the  worst  agricultural  loan  default  period  in  history.  Finding  and  securing,  as  well  as 
analyzing,  this  data  has  proved  very  time  consuming.  Therefore,  the  statutory  deadline  of  December  31,  1993, 
for  completing  this  regulation  was  not  met  FCA  is  attempting  to  secure  legislation  to  change  the  deadline  to 
December  31,  1995. 


'These  pcx>ject3  will  consider  teviaons  suggested  as  t  result  of  FCA's  oomnKot  notice  oo  regulalocy  burden. 
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Competition 

As  System  institutions  continue  to  seek  changes  in  tlieir  charters  and/or  attempt  to  merge,  the  question  of 
competition — for  both  funding  and  lending — will  grow  in  importance.  The  agency  is  currently  assessing  intra- 
System  competition  prior  to  the  development  of  a  Board  poUcy  statement.  The  resulting  Board  policy  will  likely 
require  staff  implementation  activity  in  FY  1994/FY  1995. 

Reengineering  FCA's  Business  Processes 

The  Govenmient  Performance  and  Results  Act  of  1993  (1993  Act)  requires  virtually  every  Federal  agency  to 
develop  strategic  plans  and  annual  performance  goals  covering  program  activities  in  their  budgets,  and  to  have 
these  documents  in  place  by  1998.  The  FCA  has  been  moving  in  this  direction  for  several  years:  the  agency  has 
a  mission  statement  and  a  set  of  broad  goals  and  objectives  for  the  future,  and  each  office  prepares  annual 
operating  plans  diat  show  how  the  agency's  resources  will  be  used  to  fulfill  its  mission.  Moreover,  the  agency 
plans  to  start  developing  performance  standards  for  its  operations  in  FY  1994. 

As  part  of  the  recommendations  from  the  Ogden  Government  Services  (Ogden)  study,  the  FCA  has  begun  to  study 
its  business  management  processes  for  ways  to  improve  efficiency  by  streamlining  certain  decisionmaking  pro- 
cesses and/or  reengineering  its  planning,  budgeting,  and  financial  management  practices.  By  the  end  of  FY  1995, 
the  agency  expects  to  complete  most  of  this  work,  and  the  potential  payoff  in  terms  of  coordinated  work  efforts, 
resource  planning,  and  accountability  will  likely  be  significant.  Thus,  the  FCA  is  striving  to  be  in  compliance 
with  most  of  the  requirements  in  the  1993  Act  well  before  the  statutory  deadline. 

During  FY  1994  and  FY  1995,  the  FCA  will  be  focusing  its  efforts  on  the  following  business  management 
processes: 

Decisionmaking  and  Coordination  Activities — ^FCA  will  work  to  ensure  that  all  management  issues  are  consis- 
tently and  completely  handled.  The  benefit  will  be  improvements  in  resource  utilization,  communications,  and 
quality  of  FCA  services. 

Defining  Objectives  fi^r  FCA's  Rules  and  Policies — Providing  effective  regulatory  guidance  to  System  institutions 
requires  rules  that  have  well-defmed  objectives.  The  agency  will  examine  the  processes  it  uses,  as  well  as 
associated  roles  and  responsibilities,  for  establishing,  documenting,  approving,  and  periodically  confirming  the 
objectives  of  its  rulemaking  efforts.  The  benefits  will  be  better  regulations,  better  use  of  resources,  and  better 
service  to  System  institutions. 

Redesign  FCA's  Budget,  Financial  Management,  and  Accounting  Process — ^The  accounting  function  will  be 
updated  to  provide  more  automation  and  Management  Information  Systems  support  to  operational  managers.  In 
addition,  a  5-year  fmancial  management  plan  will  be  developed  that  conforms  with  the  requirements  of  the  Chief 
Financial  Officers  Act  of  1992.  These  improvements  will  permit  the  FCA  to  provide  more  direct  support  to 
managers  while  using  fewer  resources. 

Refine  Strategic  Planning — FCA's  planning  will  be  broadened  to  incorporate,  or  at  least  reflect,  the  goals  of  the 
System,  without  diminishing  the  role  of  an  arm's-length  regulator.  It  also  must  meet  the  requirements  of  the  1993 
Act    The  benefits  will  be  improvements  in  FCA  plans  and  services. 
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Introduction  and  Purpose 

This  Supplement  supports  the  FY  1995  Budget  Justification  of  the  Fann  Credit  Administration.  Our  intention 
is  twofold.  Fffst,  the  Justification  provides  a  detailed  explanation  of  the  agency's  budget  request  and  is  similar 
to  documentation  provided  by  the  agency  in  the  past  Secondly,  in  this  Supplement,  we  have  attempted  to  provide 
in  our  narrative,  charts,  and  appendix  a  compilation  of  the  infonnation  requested  in  the  subcommittee's  questions 
fiom  past  years.  We  are  hopeful  that  this  Supplement  will  be  beneficial  to  the  subcomminee  and  its  staff  as  far 
as  a  need  to  be  responsive  to  previously  posed  but  still  germane  inquiries.  Additionally,  we  believe  early 
submission  of  this  critical  data  will  facilitate  an  expeditious  response  to  inquiries  following  testimony. 

FCA  Strategic  Planning  Process 

The  FCA  Board  adopted  a  mission  statement  for  the  agency  in  1990.  Each  year,  the  Board  reviews  the  mission 
statement  to  be  sure  that  it  continues  to  reflect  the  duties  and  responsibilities  that  have  beeflT»rescribed  for  the 
agency  by  Congress.  The  Board  also  develops  long-term  and  short-term  goals  and  objectives  that  address  safety 
and  soundness  concerns  in  the  Farm  Credit  System  (System)  and  other  policy  issues.  The  agency's  planning 
process  addresses  many  of  the  strategic  plan  requirements  of  the  Government  Performance  and  Results  Act  of  1993 
(Pubhc  Law  103-62)  even  though  the  FCA  will  not  be  required  to  comply  with  this  act  until  FY  1998. 

The  chief  operating  officer  and  the  office  directors  assist  the  Board  in  formulating  goals  and  objectives  for  the 
agency  by  providing  background  information  and  analysis  on  regulatory  poUcy  matters.  Each  office  prepares 
separate  operating  plans  and  strategies  that  promote  the  achievement  of  the  agency's  goals  and  objectives.  In 
addition,  all  offices  now  have  a  1994  operating  plan  that  supports  these  goals  and  objectives.  The  chief  operating 
officer  integrates  these  individual  plans  into  the  planning  and  budgeting  process  so  that  each  office's  resource 
decisions  for  a  budget  period  are  based  on  the  Board's  priorities  and  operating  goals.  This  is  the  agency's  first 
effort  at  integrating  the  planning  and  budgeting  processes.  FCA  expects  additional  refmements  next  year, 
including  the  introduction  of  performance  measures. 

The  following  section  presents  the  FCA's  mission,  objectives,  and  goals  as  adopted  by  the  FCA  Board  in  July  1993. 

Mission  Statement 

The  Farm  Credit  Administration  will  provide  an  effective  regulatory  environment  to  facilitate  the  competitive 
delivery  of  fmancial  services  to  agriculture  while  protecting  the  public,  the  taxpayer,  and  the  investor  by  using 
wisdom,  sound  judgment,  and  vision. 

Objectives 

The  FCA  mission  is  multifaceted  It  ensures  compliance  with  legislative  requirements.  It  mandates  the  safe  and 
sound  operation  of  System  institutions  in  order  to  facilitate  lending  to  farmers,  ranchers,  and  other  agricultural 
producers,  as  well  as  to  rural  communities.  And  it  protects  investors  in  System  debt  securities  and  taxpayers.  An 
effective  regulatory  enviromnent  and  protection  for  all  parties  is  best  afforded  by: 

•  Appropriate  regulation  and  examination  of  the  financial  condition  of  the  banks  and  associations  to  ensure  that 
they  are  operating  safely  and  soundly,  and  diat  they  continue  to  meet  the  credit  needs  of  customers  in  an 
efficient  manner. 

•  Effective  examination  and  regulatory  techniques  that  use  agency  and  System  resources  efficiently. 

•  Comprehensive  FCA  communications  to  Congress,  the  media.  System  mstitutions,  and  the  public. 
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•  Promptly  taking  corrective  action  to  address  problems  of  troubled  institutions  in  a  manner  that  minintizes 
rinancial  loss. 

•  Promptly  taking  appropriate  action  against  institutions  found  to  be  violating  statutes  or  regulations,  or  operating 
in  an  unsafe  and  unsound  manner. 

The  FCA  recognizes  that  its  mission  is  to  protect  the  borrower-owners  of  the  lending  instimtions,  investors  in 
System  debt  securities,  and  taxpayers.  For  these  groups  to  have  confidence  in  System  institutions,  they  must  also 
have  confidence  in  the  FCA.  This  requires  a  pubUc  perception  of  FCA  employees  as  professional,  competent,  and 
efficient  To  be  successful,  perception  and  reality  must  coincide.  Thus,  the  FCA  must  build  on  its  most  important 
resource,  its  employees,  and  it  must  provide  them  with  the  tools  to  do  the  job  effectively  and  efficiently. 

•  The  FCA  will  create  a  work  enviroimient  that  is  not  only  challenging  but  conducive  to  innovation,  and  reflects 
the  cultural  demographics  of  the  communities  in  which  it  operates  and  an  appreciation  for  Equal  Employment 
Opportunity  principles. 

•  All  FCA  operations  will  be  characterized  by  high  standards  of  competence,  professionalism,  and  integrity. 
In  so  doing,  each  function  will  be  undertaken  in  a  cost-effective  and  operationally  sound  manner. 
1994/1995  FCA  Goals 

1.  Provide  regulatory  leadership  promoting  a  strong  Farm  Credit  System,  including  thoughtful  and  clear 
proposed  and  fmal  regulations  that  discuss  the  objectives  of  the  rules  as  well  as  the  relationships  between 
the  benefits  associated  with  the  objectives  and  any  burdens  the  rules  impose. 

2.  Evaluate  and  address  risk  within  the  Farm  Credit  System,  prcnnoting  safe  and  sound  financial  institution 
practices  and  enforcing  appUcable  laws  and  regulations,  including  early  warning  of  problems,  clear  clas- 
sification definitions,  accurate  classifications,  and  adequate  reserves. 

3.  Streamline  the  examination  process  by  fimher  implementation  of  risk-based  examinations  and  increased 
ofifsite  examinations,  including  a  review  of  the  criteria  for  each  program  with  a  view  to  reducing  the  number 
of  on-site  examination  days  at  well-managed  and  well-capitalized  institutions. 

4.  Handle  troubled  institutions  in  a  manner  that  effectively  Umits  the  cost  to  the  Farm  Credit  System  Insurance 
Corporation  and  other  interested  parties,  consistent  with  the  purposes  of  the  Act.* 

5.  Ensure  that  FCA-controlled  receiverships  carry  out  cost-effective  asset  management  programs  that  maxi- 
mize the  value  of  assets  in  the  remaining  receivership  process,  including  economical  management  and 
timely  disposal  of  assets. 

6.  Provide  timely,  cost-efifective,  and  appropriate  legal  support  for  all  aspects  of  the  agency's  operations  and 
the  Farm  Credit  System  Insurance  Corporation. 

7.  Serve  as  a  valued  source  of  reference  for  System  information;  issuing  structural,  fmancial,  and  economic 
data  for  individual  and  ccmposite  groups  of  institutions;  and  providing  information  on  industry  trends  and 
regulatory  matters. 

8.  Provide  timely,  appropriate,  and  cost-effective  administrative  support  to  FCA  operations,  including  an 
accounting  and  financial  management  system  that  meets  or  exceeds  statutory  and  professional  standards, 
as  well  as  timely,  appropriate,  and  cost-effective  support  to  the  Farm  Credit  System  Insurance  Corporation. 


*Refas  to  the  Fwm  Credit  Act  of  1971,  u  amended. 
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9.     Ensure  that  FCA  communications  to  Congress,  the  media,  the  Fann  Credit  System,  and  the  public  are 
accurate  and  timely. 

10.  Improve  the  quality  and  the  efficiency  of  FCA  operations  by  streamlining  operational  practices  and  insti- 
tutionalizing sound  management  practices,  including  implementing  key  elements  of  the  Information  Re- 
sources Management  (IRM)  plan  and  taking  appropriate  and  timely  corrective  action  on  all  internal  and 
external  audit  recommendations. 
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Major  Projects  Completed  During  FY  1993 

Report  of  General  Accounting  OfTice  on  the  FCA 

During  calendar  year  1993,  the  General  Accounting  Office  (GAO)  reviewed  how  the  Farm  Credit  Administration 
examines,  monitors,  and  uses  enforcement  actions  to  regulate  the  Farm  Credit  System. 

The  GAO  found  that  FCA's  examination  and  monitoring  of  the  banks  reviewed  were  generally  comprehensive  and 
timely  and  addressed  issues  of  safety  and  soundness.  The  GAO  noted  that  the  FCA  customizes  its  examinations  and 
monitoring  for  each  individual  institution  and  that  the  FCA  took  strong,  timely  enforcement  action  against  the  six 
System  banks  the  GAO  reviewed.  The  GAO  further  noted  that  financial  assistance  to  three  of  these  banks  and  a 
recently  improved  agricultural  economy  have  allowed  these  banks  to  repay  their  assistance,  but  FCA's  strong  enforce- 
ment actions  and  close  monitoring  were  vital  to  their  financial  recovery. 

The  GAO  report  concluded  that  FCA  has  controls  at  its  headquarters,  regional,  and  field  offices  that  ensure  its  quality 
standards  are  met. 

GAO  Studies  Cost  of  Office  Space,  Equipment,  and  Furniture 

As  required  by  the  Farm  Credit  Banlcs  and  Associations  Safety  and  Soundness  Act  of  1992,  the  GAO  conducted 
a  smdy  to  determine  whether  FCA  or  the  entities  of  the  Farm  Credit  System  could  save  money  by  following  the 
standards  of  the  General  Services  Administration  (GSA)  for  office  space,  equipment,  and  furniture. 

The  GAO  found  that  the  cost  for  leasing  and  operating  office  space  by  the  FCA  and  the  System  was  about  the 
same  as  the  GSA's  costs.  The  FCA  and  System  used  more  space  per  employee,  but  that  is  partly  due  to  recent 
staff  reductions.  If  less  office  space  is  used  because  of  lower  staffing  levels,  space  utilization  rates  should  improve. 
Since  the  report  was  issued,  FCA  has  taken  steps  to  address  this  issue. 

It  was  determined  that  scane  money  could  be  saved  if  all  entities  had  access  to  and  used  GSA  supply  sources  for 
office  fiimiture  and  equipment.  However,  only  the  FCA  and  the  14  System  banks  in  existence  at  the  time  of  the 
review  had  such  access.    The  System  associations  did  not  have  access  to  GSA  supply  sources. 

Riso-Dempsey  Management  Study  of  the  Agency 

In  response  to  directives  issued  by  the  House  and  Senate  Agriculture  Appropriations  Subcommittees  in  their 
respective  reports  on  FCA's  FY  1992  budget,  a  study  was  conducted  by  the  consulting  firm  of  Riso-Dempsey. 

That  study,  issued  in  March  1992,  recommended  that  FCA:  (1)  eUminate  25  positions  by  FY  1994;  (2)  consider 
a(^inting  a  chief  operating  officer  to  oversee  the  day-to-day  operations  of  the  FCA;  and  (3)  undertake  a  major 
study  of  the  application  of  FCA's  computer  technology. 

The  FCA  reported  last  year  during  its  appropriations  hearings  that  the  first  two  reconunendations  bad  been  fully 
implemented,  and  that  an  outside  consultant,  Ogden  Government  Services  (Ogden),  bad  been  hired  to  perform  the 
computer  technology  study.  Ogden  completed  its  work  in  May  1993,  and  the  agency  began  implementing 
recommendations  immediately. 

The  computer  technology  study  evaluated  the  effectiveness  of  FCA's  information  systems  capability,  its  capacity 
and  bow  it  is  used,  and  the  planning  ptK:ess  for  information  resources  management  (IRM).  An  environmental 
assessment  was  then  used  as  a  basis  for  identifying  future  information  systems  needs  and  opporiunities,  developing 
a  recommended  FCA  S-year  IRM  plan,  and  developing  procedures  for  updating  and  incorporating  projects  within 
the  agency  strategic  plan  on  an  annual  basis. 
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Financial  Management  Initiatives 

FCA's  Financial  Management  System — The  FCA  is  committed  to  having  a  financial  management  system  that  is 
in  substantial  compUance  with  the  requirements  of  the  Office  of  Management  and  Budget  (0MB),  the  General 
Accounting  Office,  and  the  Department  of  the  Treasury  by  the  end  of  FY  1994.  During  FY  1992,  the  agency 
identified  major  deficiencies  in  the  financial  management  system.  In  FY  1993  the  FCA,  with  the  assistance  of 
the  Department  of  the  Treasury,  replaced  it  with  a  system  that  meets  the  core  financial  system  requirements  of 
the  Joint  Financial  Management  Improvement  Program.  In  addition,  the  OMB  financial  system  review  team 
completed  a  review  of  FCA's  analysis  of  alternatives  and  concluded  that  installing  the  selected  financial  software 
was  an  appropriate  decision.  These  efforts  will  continue  in  FY  1994  and  FY  1995  with  additional  improvements 
in  various  financial  management  areas. 

5-Year  Financial  Management  Plan — During  FY  1993,  the  FCA  initiated  the  development  of  a  5-Year  Financial 
Management  Plan  (plan)  to  provide  a  long-term  approach  to  sound  fuiancial  management.  Using  the  expertise 
of  the  Department  of  the  Treasury,  Financial  Management  Services,  and  their  Strategic  Financial  Planning  Model, 
development  of  the  plan  began  in  late  FY  1993,  with  a  goal  of  producing  a  final  plan  in  FY  1994.  This  plan 
will  support  and  become  an  integral  part  of  the  agency's  Strategic  Business  Plan. 

FCA  Risk  Assessment  Project 

Although  the  System  has  made  progress  in  returning  to  fmancial  health,  the  environment  in  which  it  operates  is 
not  without  risks  and  is  subject  to  constant  change.  Some  of  these  risks  are  relatively  new  to  the  landscape  of 
financial  regulation.  The  growth  in  off-balance-sheet  transactions  (e.g.,  swaps  and  other  derivatives)  poses  new 
risks  to  both  financial  institutions  and  their  regulators.  Also,  the  volatility  of  interest  rates  has  made  management 
of  interest  rate  risk  increasingly  important  The  structure  of  the  System  is  in  a  state  of  change,  and  farm  policy 
appears  to  be  at  a  crossroads.  These  are  just  a  few  of  the  risks  that  have  been  identified.  It  is  crucial  that  these 
and  other  important  risks  to  die  System  be  addressed.   (See  page  20  for  additional  discussion  of  identified  risks.) 

The  FCA's  FY  1994  budget  includes  $133,000  to  assist  and  supplement  FCA's  Risk  Analysis  Division  to  undertake 
an  analysis  of  possible  internal  and  external  risks  to  the  System  and  identify  appropriate  agency  action.  This  risk 
assessment  project,  initiated  in  FY  1993,  will  help  FCA  to  more  fully  understand  the  risk  enviroiunent  in  which 
the  System  operates.  The  project  will  assist  the  agency  in  determining  work  priorities  for  addressing  identified 
risks  and  effectively  focusing  agency  resources. 

The  FCA  has  initially  identified  24  risks  in  four  broad  categories.  The  categories  are  asset-liability  management 
(ALM)  risks  (e.g.,  ALM  processes,  utilization  of  financial  derivatives,  loan  pricing,  etc.),  credit  risks  (e.g., 
concentration  risk,  farm  policy,  underwriting  risks,  etc.),  business  risks  (e.g.,  changes  in  farm  credit  demand, 
lender  liability,  expanded  authorities  for  the  System,  etc.),  and  management  risks  (e.g.,  director  conflict  of  interest. 
System  structure,  bank/association  funding  relationships,  etc.).  As  a  first  step,  FCA  relied  on  its  Board  and  senior 
staff  to  identify  and  describe  these  risks.  A  survey  was  conducted  within  FCA  in  early  1993  to  determine 
preliminary  priorities.  The  second  step  was  to  obtain  outside  input  into  the  risk  assessment  process.  The  agency 
contracted  with  several  academic  experts  to  provide  an  outside  perspective  on  the  System's  risk  environment.  FCA 
has  also  sought  to  obtain  input  from  System  institutions  and  others,  such  as  academicians  and  regulators  of  other 
financial  markets,  to  ensure  that  a  well-rounded  view  of  the  risk  exposures  is  obtained. 

During  FY  1994,  the  FCA  Board  will  adopt  risk  priorities.  Intra-agency  work  groups  will  be  formed  to  study  the 
highest  priority  risks.  Agency  actions  for  addressing  diese  risks  will  be  recommended  at  the  completion  of  this 
phase.  These  actions  may  include  such  things  as  enhanced  monitoring,  evaluating  regulations,  improving  data 
collection,  and  training  staff.  It  is  also  anticipated  that  more  in-depth  study  will  be  required  in  some  areas.  These 
studies  will  be  performed  with  both  internal  and  external  resources. 

The  agency  views  the  FCA  Risk  Assessment  Project  as  on  ongoing  project  given  the  changing  economic  and 
financial  environment,  rather  than  a  snapshot  assessment  of  risks.  Therefore,  approximately  $67,000  is  allocated 
in  the  agency's  FY  1995  budget  to  continue  this  project. 


557 


Scope  of  Examinations 

Prior  to  passage  of  the  Farm  Credit  Banks  and  Associations  Safety  and  Soundness  Act  of  1992  (1992  Act),  the 
statute  stipulated  that  "examinations  shall  include,  but  are  not  limited  to,  an  analysis  of  credit  and  collateral 
quality  and  capitalizauon  of  the  institution,  and  appraisals  of  the  effectiveness  of  the  institution's  management  and 
application  of  pohcies  governing  the  carrying  out  of  this  Act  and  regulations  of  the  Farm  Credit  Administration 
and  servicing  all  eligible  borrowers."  The  1992  Act  substituted  the  word  may  for  shall,  thus  permitting  the  agency 
increased  flexibility  in  defming  the  scope  and  manner  of  conducting  an  examination. 

This  statutory  change  led  the  Board  to  adopt  a  poUcy  statement  in  July  1993  allowing  FCA  to  use  its  examination 
resources  more  efficiently  and  effectively.  The  policy  statement  directs  examination  resources  toward  those  areas 
that  pose  the  most  risk  to  the  safety  and  soundness  of  an  institution  by  requiring  that  the  scope  of  examinations 
be  CAMEL  based  and  that  the  resources  assigned  to  such  examinations  be  determined  by  the  fmancial  condition 
of  the  institution.  The  acronym  CAMEL  stands  for  Capital  adequacy.  Asset  quality.  Management,  Earnings,  and 
Liquidity. 

FCA  analysis  suggests  that  more  discretion  in  the  scope  of  examinations  will  lead  to  efficiencies  and  projects  that 
14.8  fewer  FTEs  in  FY  1994  will  be  attributed  to  the  change  in  scope.  Savings  projections  for  FY  1995  will  be 
completed  once  historical  FY  1994  measures  have  been  analyzed,  including  both  risk  evaluations  and  time 
required  to  examine  in  FY  1994.  However,  expectations  are  that  additional  resource  savings  may  be  gained  in 
FY  1995  due  to  this  legislative  change. 

Charter  and  Examination  Changes 

Although  the  number  of  System  institutions  continued  to  decline  during  FY  1993,  the  change  did  not  result  in 
a  significant  reduction  in  cost  and  time  for  the  examination  function.  The  statute  requires  that  FCA  examine  each 
direct  lender — Farm  Credit  Banks  (FCBs),  Banks  for  Cooperatives  (BCs),  Production  Credit  Associations  (PCAs), 
Agricultural  Credit  Associations  (ACAs),  and  Federal  Land  Credit  Associations  (FLCAs) — at  least  once  each  year. 

While  the  total  number  of  lending  institutions  (excluding  those  in  receivership  and  service  corporations)  decreased 
from  287  at  the  beginning  of  1990  to  250  as  of  January  1,  1994,  the  number  of  direct  lenders  which  must  be 
examined  annually  increased  from  141  at  the  begiiming  of  1990  to  177  as  of  January  1,  1994.  Over  the  same 
time  period,  the  number  of  Federal  Land  Bank  Associations  (FLBAs),  which  must  be  examined  once  every  3  years, 
decreased  by  50  percent  from  146  to  73. 

The  inCTease  in  the  number  of  direct  lenders  requires  more  examination  effort,  administrative  activities,  and 
resources  than  the  savings  generated  by  fewer  FLBAs.  This  trend  is  expected  to  continue  through  FY  1995.  In 
addition,  experience  shows  that  newly  created  institutions  initially  require  more  comprehensive  examinations. 
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The  following  table  and  chart  indicate  the  changes  in  the  Fann  Credit  System's  structure  over  the  past  5  years. 
This  table  does  not  include  associations  in  liquidation,  which  as  a  general  rule  are  examined  annually. 


5- Year  Trend  in  Farm  Credit  System  Structure  Changes 

(As  of  January  1) 


Institution 

1990 

1991 

1992 

1993 

1994 

Production  Credit 
Associations 

84 
29% 

111 

36% 

72 
27% 

70 
27% 

69 

28% 

Agricultural  Credit 
Associations 

40 

14% 

44 
14% 

70 
26% 

69 

27% 

66 

26% 

Federal  Land  Credit 
Associations 

2 
1% 

18 

6% 

23 
9% 

27 
10% 

30 
12% 

Federal  Land  Bank 
Associations 

146 

51% 

120 

39% 

85 
32% 

77 
30% 

73 
29% 

Farm  Credit  Banks* 

15 

5% 

15 

5% 

15 

6% 

15 

6% 

12 

5% 

TOTAL 

287 

308 

265 

258 

250 

♦Includes  Banks  for  Cooperatives  and  the  Federal  Intermediate  Credit  Bank  of  Jackson.  On  October  1,  1993,  the 
Federal  Intermediate  Credit  Bank  of  Jackson  merged  into  the  Farm  Credit  Bank  of  Columbia. 


5- Year  Trend  in  Farm  Credit  System  Structure  Clianges 

(As  of  January  1) 
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Regulatory  and  Policy  HigbUghts  for  FY  1993 

Regulatory  Burden — The  FCA  Board  approved  a  notice  of  intent  that  was  published  in  the  Federal  Register 
concerning  regulatory  burden,  specifically  requesting  comments  on  whether  FCA  imposes  requirements  that 
dupUcate  other  governmental  requirements,  are  not  effective,  or  impose  a  burden  that  is  greater  than  the  benefit 
derived. 

In  an  effort  similar  to  the  one  taken  by  several  Federal  regulatory  agencies  responsible  for  the  commercial  banking 
and  savings  and  loan  industries  to  reduce  loan  documentation  requirements  for  their  highest  quahty  lenders,  the 
FCA  Board  believed  marginal  modifications  to  the  loan  dociunentation  program  for  a  select  group  of  institutions 
did  not  adequately  address  the  problems  and  needs  of  the  System.  Therefore,  the  Board  instead  published  a  notice 
and  requested  comments  on  three  issues:  (1)  identification  of  doamients  required  by  FOV^that  exceed  those 
necessary  to  carry  out  the  Farm  Credit  Act  of  1971,  as  amended,  in  a  safe  and  sound  manner;  (2)  regulatory 
requirements  that  the  public  believed  were  unnecessary  or  not  cost  justified;  and  (3)  a  comprehensive  review  of 
the  reporting  requirements  for  data  that  must  be  provided  to  FCA.  Comments  are  now  being  reviewed  by  FCA 
staff.  The  FCA  Board  will  be  better  able  to  determine  what  modifications  are  appropriate  and  useful  after  the 
review  is  completed  and  staff  recommendations  are  considered. 

Lending  Limits — The  FCA  Board  adopted  the  final  lending  limit  regulations,  which  were  effective  January  1, 
1994.  The  regulations  estabUsh  a  limit  on  the  extension  of  credit  to  a  single  borrower  Banks  and  direct  lenders 
(except  for  the  Banks  for  Cooperatives,  which  operate  under  statutorily  imposed  lending  limit  guidelines)  may 
provide  credit  to  any  single  borrower  in  an  amount  up  to  25  percent  of  the  instimtion's  capital.  The  regulations 
provide  rules  for  the  attribution  of  loans  of  separate  but  related  borrowers  to  the  primary  borrower  for  the  purpose 
of  making  "single-borrower"  determinations. 

Collateral  Evaluation— The  FCA  Board  adopted  the  final  collateral  evaluation  regulations,  which  contain  the 
following  major  provisions:  (1)  raise  the  de  minimis  level  at  which  appraisals  are  required  from  $50,000  to 
$100,000;  (2)  eUminate  the  appraisal  requirements  and  substitute  general  collateral  evaluation  requirements  for 
both  personal  property  and  for  real  property  taken  out  of  "an  abundance  of  caution";  (3)  require  the  board  of 
directors  of  each  System  institution  engaged  in  lending  and  leasing  to  adopt  evaluation  policies  and  standards  for 
collateral  evaluation;  and  (4)  distinguish  which  transactions  require  the  services  of  an  evaluation  from  those 
requiring  a  State-licensed  or  State-certified  real  estate  appraiser.  (In  late  FY  1993,  FCA  announced  it  was 
reviewing  and  comparing  the  proposed  regulations  issued  by  other  Federal  financial  regulatory  agencies  to  FCA's 
existing  regulations  and  developing  alternatives  to  address  possible  revisions.  These  revisions  include  the  pos- 
sibility of  increasing  the  de  minimis  level.  It  is  anticipated  that  action  will  be  taken  on  this  issue  during  the  spring 
of  1994.) 

Information  Statement — The  FCA  Board  adopted  a  proposed  regulation  regarding  die  association  annual  meeting 
information  statement  and  the  process  for  nominating  candidates  for  association  director  positions.  The  regulation 
clarifies  the  process  and  the  disclosure  requirements  for  floor  nominees,  including  the  procedure  to  be  followed 
when  shareholders  vote  by  mail. 

Market  Access  Agreement—The  FCA  Board  granted  preliminary  approval  of  the  Market  Access  Agreement 
(MAA)  as  submitted  to  the  FCA  by  the  System  banks  and  the  Federal  Farm  Credit  Banks  Funding  Corporation 
(Funding  Corjxjration),  subject  to  specific  conditions  established  by  the  FCA  Board  and  the  publication  of  the 
revised  agreement  in  the  Federal  Register  for  comment. 

MAA  would  establish  objective  criteria  whereby  a  bank  that  experiences  a  significant  decline  in  its  financial 
condition  could  be  restricted  or  denied  access  to  the  funding  markets  until  its  financial  condition  improved.  The 
banks,  under  prescribed  conditions,  are  jointly  and  severally  liable  for  payment  on  Systemwide  debt  securities  in 
the  event  that  any  bank  defaults  on  its  primary  obligation.  MAA  is  therefore  proposed  by  the  banks  as  a  program 
of  financial  self-discipline  designed  to  help  them  manage  their  joint  and  several  liabiUties  while  affording  addi- 
tional protection  to  the  purchasers  of  Systemwide  debt  securities. 
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The  conditions  established  by  the  FCA  Board  were  designed  to  ensure  that  MAA  in  no  way  restricts  the  statutory 
rights  and  responsibilities  of  either  FCA  or  the  Farm  Credit  System  Insurance  Corporation  (FCSIC).  For  example, 
the  agreement  must  ensure  that  FCA  may  veto  a  decision  to  deny  a  bank  access  to  funding  markets.  Additionally, 
MAA  would  not  apply  to  a  bank  in  receivership  or  conservatorship  to  ensure  that  FCSIC,  as  receiver  or  conser- 
vator, may  access  the  market  for  funds  as  appropriate.  FCA  will  take  action  regarding  final  approval  when  it  has 
considered  any  public  coimnents  received.  After  the  agreement  is  revised,  it  is  subject  to  approval  by  the  board 
of  directors  of  each  bank  and  the  Funding  Corporation.  The  General  Accounting  Office  has  reviewed  specific 
conditions  established  by  the  FCA  Board  in  this  area  and  supports  the  agency's  approach. 

FICBJ/FCBC  Merger — The  FCA  Board  granted  prehminary  approval  for  the  merger  of  the  Federal  Intermediate 
Credit  Bank  of  Jackson  and  the  Farm  Credit  Bank  of  Columbia  The  merger  effectuates  the  1992  Act,  which 
required  the  FICBJ  to  merge  with  a  Farm  Credit  Bank.  FCA  granted  the  preliminary  merger  approval  in  February 
1993  and  the  merger  was  effective  October  1,  1993. 

Financial  Disclosure/Conflict  of  Interest — The  FCA  Board  approved  a  proposed  rule  on  financial  disclosure  and 
conflict-of-interest  reporting  for  Farmer  Mac  as  required  under  the  1992  Act.  The  regulation  would  require 
Farmer  Mac  to  adopt  a  conflict-of-interest  policy  which  defines  the  types  of  transactions,  relationships,  or  activities 
that  might  reasonably  be  expected  to  give  rise  to  a  potential  conflict  of  interest  and  require  the  reporting  of 
sufTicient  information  about  such  transactions.  The  regulation  would  also  require  disclosure  to  shareholders, 
investors,  and  potential  investors  of  any  unresolved  conflicts  of  interest  involving  directors,  officers,  and  employ- 
ees. 

Accounting  and  Reporting  Requirements — ^The  FCA  Board  approved  proposed  and  fmal  regulations  on  accounting 
and  reporting  requirements.  The  regulations  update  accounting  and  reporting  requirements,  promote  consistency 
with  industry  practices,  and  ensure  consistency  with  Generally  Accepted  Accounting  Principles.  The  regulations 
eliminate  the  term  "nonperforming"  and  the  categories  "other  high  risk  loans"  and  "other  restructured  and  reduced 
rate  loans."  The  regulations  also  establish  performance  categories  for  loans  classified  as  "nonaccrual,"  "formally 
restructured,"  "90-days  past  due  still  accruing  interest"  and  "other  property  owned."  The  defmitions  of  the 
revised  performance  categories  clarify  the  required  reporting  treatment  of  high  risk  assets,  improve  the  utiUty  of 
disclosures  to  shareholders  and  the  FCA,  and  address  potential  conflicting  interpretations  of  problem  loan 
classifications  among  reporting  institutions.  The  regulations  also  clarify  issues  including:  the  rule  of  aggregation, 
treatment  of  income  on  nonaccrual  loans,  criteria  for  reinstatement  to  accrual  status,  and  the  allowance  for  loan 
losses. 

Standards  of  Conduct — The  FCA  Board  adopted  a  proposed  rule  pertaining  to  standards  of  conduct  for  System 
directors  and  employees.  The  1992  Act  required  FCA  to  complete  a  review  of  its  regulations  regarding  disclosure 
of  financial  information  and  reporting  of  potential  conflicts  of  interest  by  System  personnel  and,  if  determined 
necessary,  to  amend  its  current  regulations  pertaining  to  the  areas  reviewed.  The  review  was  completed  in  March 
1993.  The  proposed  rule  retains  much  of  the  content  of  existing  regulations,  but  would  strengthen  and  clarify 
its  provisions,  expanding  some  and  relaxing  others. 

Quarterly  Report  Certification — ^The  FCA  Board  approved  final  regulations  for  direaors'  quarterly  report  certi- 
fication. In  the  past,  quarterly  reports  filed  with  FCA  had  to  be  certified  by  each  member  of  the  board  of  a  System 
institution  within  45  days  after  the  end  of  each  reporting  quarter.  Responses  from  System  institutions  indicated 
that  this  certification  was  burdensome  and  logistically  difficult.  The  final  rule  gives  System  boards  several  options 
to  designate  certain  board  members  to  certify  quarterly  repots  on  behalf  of  the  entire  board. 

Capital — The  FCA  Board  approved  proposed  regulations  to  implement  the  permanent  capital  related  provisions 
of  the  1992  Act.  The  regulations  provide  procedures  for  the  banks  and  associations  to  determine  by  agreement 
where  certain  allocated  investments,  held  by  the  banks,  would  be  counted  for  the  purpose  of  computing  permanent 
capital.  In  addition,  proposed  procedures  prescribe  where  the  capital  is  counted  when  a  bank  and  an  association 
are  not  able  to  agree.  The  proposed  regulations  will  permit  the  banks  and  direct  lender  associations  to  amend 
the  allocation  agreement  annually. 
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Assessments — The  FCA  Board  adopted  final  regulations  that  establish  new  procedures  for  the  assessment  of  FCA's 
annual  administrative  costs.  The  consensus  of  the  FCA  Assessment  Regulations  Negotiated  Rulemaking  Com- 
mittee provided  the  basis  for  the  assessment  formula  that  was  approved  by  the  FCA  Board.  The  committee  was 
comprised  of  one  representative  from  the  FCA  and  19  from  institutions  within  the  System,  including  both  small 
and  large  institutions,  fmancially  weak  and  strong  institutions,  and  from  all  parts  of  the  country. 

The  regulations  provide  procedures  for  the  assessment  of  institutions  that  are  examined  by  the  FCA.  The  basic 
assessment  formula  includes  an  incentive  to  maintain  a  strong  fmancial  position  by  taking  into  account  the 
CAMEL  rating  of  each  institution  given  by  FCA  after  each  examination.  The  regulation  also  sets  a  minimum 
assessment  level  of  $20,000,  which  the  committee  concluded  was  a  fair  reflection  of  basic  regulatory  costs. 

Terminations — The  FCA  Board  adopted  final  regulations  regarding  the  termination  of  System  status  for  small 
associations,  and  proposed  termination  regulations  for  banks  and  large  associations.  The  proposed  regulations 
extend  the  existing  small  association  regulations  to  all  sizes  of  associations,  consider  the  Farm  Credit  System 
Financial  Assistance  Corporation  (Financial  Assistance  Corporation)  repayment  requirements  mandated  by  the 
1992  Act,  and  contain  additional  provisions  for  large  associations  that  address  viabihty  issues.  The  regulations 
for  Farm  Credit  Banks  and  Banks  for  Cooperatives  incorporate  many  of  the  provisions  for  association  termina- 
tions, with  additional  regulations  addressing  the  satisfaction  of  liabilities  for  Systemwide  obhgations  and  Financial 
Assistance  Corporation  debt  repayment.  (In  late  FY  1993,  FCA  adopted  a  resolicitation  of  comments  on  certain 
sections  of  the  proposed  regulations.) 

Early  Repayment  of  Debt — The  FCA  Board  determined  that  AgriBank,  FCB,  had  satisfactorily  met  statutory 
requirements  to  repay  ahead  of  schedule  $133.4  million  in  Federal  fmancial  assistance.  The  Agricultural  Credit 
Act  of  1987  authorized  up  to  $4  billion  in  Federal  financial  assistance  to  the  System  when  continued  viability  of 
several  System  institutions  was  threatened.  The  System  used  about  $1.3  billion  in  aid  provided  by  Congress. 
AgriBank  proposed  to  retire  its  debt  by  purchasing  zero-coupon  bonds  with  maturity  dates  and  values  sufficient 
to  fully  repay  the  $133.4  milUon  of  Federal  fmancial  assistance,  which  is  due  in  2003.  FCA  determined  this  action 
would  not  endanger  the  bank's  financial  viabihty  or  its  abiUty  to  provide  credit  to  ehgible  borrowers  at  competitive 
rates. 

Conservatorships/Receiverships — The  FCA  Board  adopted  final  regulations  governing  conservatcnhips  and  re- 
ceiverships for  which  the  PCSIC  is  appointed  as  conservator  or  receiver  and  amended  existing  conservatorship  and 
receivership  regulations  that  continue  to  apply  in  situations  in  which  the  FCSIC  is  not  appointed  as  conservator 
or  receiver.  The  Agricultural  Credit  Act  of  1987  required  that  the  FCSIC  be  the  exclusive  entity  ^pointed  by 
FCA  as  conservator  or  receiver  of  a  System  institution  after  January  5,  1993. 

Litigation 

Following  is  a  complete  list  of  Federal  court  litigation  in  which  tiie  FCA  was  a  defendant  during  FY  1993. 

Buckeye  PCA  and  Fostoria  FLBA  v.  FCA — ^The  FCA  was  successful  in  its  appeal  to  the  U.S.  Court  of  Appeals 
for  the  Fourth  Circuit  when  that  court  affirmed  the  FCA's  authority  to  charter  an  Agricultural  Credit  Association 
in  areas  served  by  the  plaintiffs.  The  central  issue  was  whether  Congress  intended  to  allow  competition  between 
a  merged  System  association  and  existing  associations  in  tiie  same  territory  when  it  enacted  the  Agricultural  Credit 
Act  of  1987.  In  an  opinion  issued  in  June  1993,  the  Court  of  Appeals  upheld  the  FCA's  construction  of  the  statute 
and  thus  upheld  tiie  agency's  authority  to  overcbarter  in  this  context. 

Little  V  First  South  PCA — In  May  1993,  Uie  U.S.  District  Court  for  the  Southern  District  of  Mississippi  issued 
a  decision  dismissing  all  claims  against  all  defendants  (First  Soutii  PCA,  the  National  Bank  for  Cooperatives,  the 
Federal  Intermediate  Credit  Bank  of  Jackson,  the  Federal  Land  Bank  (FLB)  of  Jackson  in  Receivership,  and  the 
FCA).  The  suit,  which  sought  severance  pay,  had  been  brought  by  former  employees  of  Jackson  District  insti- 
tutions when  their  employment  was  terminated  after  the  FCA  had  placed  the  FLB  of  Jackson  in  receivership  in 
1988.  Prior  to  the  dismissal  of  the  claims  the  court  had  upheld  Uie  validity  of  FCA's  priority  of  claims  regulations 
and  dismissed  all  claims  against  the  receiver.  Plaintiffs  have  filed  a  Notice  of  Appeal  to  the  Fifth  Circuit  Court 
of  Appeals. 
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FICB  of  Jackson  v.  FCA — This  Freedom  of  Infonnation  Act  claim,  which  was  in  litigation  in  the  U.S.  District 
Court  for  the  Southern  District  of  Mississippi,  was  dismissed  by  stipulation  of  the  parties  in  Febniary  1993. 

Walton  V.  Meijer  Properties,  Inc. — ^This  is  a  foreclosure-related  action  filed  in  U.S.  District  Coun  for  the  Northern 
District  of  Ohio  in  which  the  FCA  has  been  named  as  a  defendant.  The  agency  is  awaiting  a  decision  on  its 
motion  to  dismiss. 

Kukla  V.  FCA — After  state  court  dismissal  of  all  claims  brought  by  the  plaintiff  in  this  foreclosure-related  action, 
plaintiff  attempted  to  continue  Utigation  in  U.S.  District  Court  in  North  Dakota.  The  court  remanded  the  matter 
to  state  court,  where  the  case  is  currently  pending. 

Receivership  and  Enforcement  Issues 

In  carrying  out  its  statutory  responsibiUties,  the  FCA  must  take  appropriate  enforcement  and  supervisory  actions 
in  an  effort  to  ensure  the  safety  and  soundness  of  the  System  banks  and  associations.  The  FCA  also  administers 
compliance  with  applicable  statutes  and  FCA  regulations  As  of  September  30,  1993,  53  System  institutions,  or 
20.2  percent  of  all  institutions,  were  under  enforcement  action.  These  53  institutions  had  aggregate  total  assets 
of  $2^.2  billion,  or  44.4  percent  of  the  System's  total  assets,  as  compared  with  77  institutions  with  aggregate  total 
assets  of  $50  billion,  or  80.1  percent  of  the  System's  total  assets  as  of  December  31,  1991. 

With  the  granting  of  enforcement  authorities  to  the  FCA  by  Congress  in  1985,  the  FCA  organized  and  staffed  an 
Enforcement  Division.  This  division  has  effectively  coordinated  and  implemented  the  FCA's  regulatory  response 
to  ail  System  institutions  determined  to  be  operating  in  an  unsafe  or  unsound  manner  and/or  violating  apphcable 
statutes  or  rcA  regulations. 

The  FCA's  timely  and  appropriate  regulatory  response  to  each  troubled  System  institution  consisted  of  operational 
requirements  and  controls  on  those  instimtions  which  contributed  significantly  to  the  improvements  taking  place 
in  the  performance  and  condition  of  the  System  today. 

The  following  charts  represent  the  trends  in  both  the  number  of  enforcement  actions  taken  by  the  agency  and  the 
amount  of  System  assets  covered  by  those  enforcement  actions. 
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Wdtrm  O^redit  System  >Vsset;s  Under  E^xmfor-cemerkt  .taction 

CIn  Millions  of  X>olIaK-s> 

C-i^s   of  December   3  1) 


19S9  1S>90 

of  September  30.    1993 


Currently,  there  are  four  institutions  in  receivership:  the  Federal  Land  Bank  of  Jackson  and  the  Federal  Land 
Bank  Association  of  Jackson,  both  in  Jackson,  Mississippi;  the  Richmond  Production  Credit  Association,  Sugar 
L.and,  Texas;  and  the  Coleman  Production  Credit  Association,  Coleman,  Texas. 

The  cost  of  the  Jackson  receiverships  continues  to  be  estimated  at  $388  million  by  the  time  Uquidation  operations 
conclude.  This  amount  will  be  offset  by  any  refund  the  receiver  may  be  able  to  make  to  the  Farm  Credit  System 
Insurance  Corporation  of  the  $15  million  operating  fiind  provided  in  June  1990  to  conclude  the  operations.  Total 
costs  are  based  on  reductions  in  asset  values,  payments  for  eligible  borrower  stock,  and  administrative  costs. 

When  originally  placed  in  receivership  in  May  1988,  these  two  Jackson  Distria  institutions  bad  more  than  $1.9 
billion  in  total  assets.  Those  assets  have  been  reduced  to  $14.6  million  as  of  May  4,  1993,  including  Farm  Credit 
System  Insurance  Corporation  operating  funds.  The  remaining  assets  of  the  Jackson  receiverships  consist  of  cash 
and  fiimiture.  The  number  of  lawsuits  involving  these  receiverships  has  been  reduced  from  42  in  1990  to  6  as 
of  January  31,  1994. 

The  Richmond  Production  Credit  Association  receivership  is  expected  to  be  concluded  by  yearend  1994.  The 
Coleman  Production  Credit  Association  (PCA)  receivership  activities  have  produced  a  $220,000  benefit  to  the 
institution's  stockholders  as  of  December  31,  1992,  net  of  all  receivership  expenses  and  asset  liquidation  to  date. 
The  Coleman  PCA  receivership  has  concluded  its  Uquidation  activities,  with  only  the  fmal  audit  and  the  cancel- 
lation of  the  charter  remaining  to  be  completed.    These  are  scheduled  for  completion  by  June  30,  1994. 
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Condition  of  the  Farm  Credit  System 


During  the  past  several  years,  the  performance  and  condition  of  the  System  have  improved  substantially.  Several 
factors  contributed  to  the  System's  enhanced  situation.  First,  the  farm  economy  stabilized  as  farm  income  reached 
record  levels  and  farmland  values  hit  bottom  and  began  a  slow  ascent.  Many  borrowers  restructured  their  balance 
sheets  by  reducing  debt.  Second,  many  System  institutions  have  succeeded  in  reducing  the  level  of  nonperforming 
assets  on  their  balance  sheets  Finally,  the  interest  rate  environment  has  allowed  System  institutions  to  generate 
very  healthy  earnings.  ImfHoved  earnings  were  due  to  sharply  reduced  cost  of  debt  leading  to  relatively  large 
interest  rate  spreads. 

Improvements  in  CAMEL  Ratings 

The  FCA  assigns  each  System  institution  a  ccxnposite  CAMEL  rating  based  on  each  examination.  The  acronym 
CAMEL  stands  for  Capital  adequacy.  Asset  quality,  Management,  Earnings,  and  Liquidity.  The  FCA  rating 
system  is  similar  to  that  used  by  most  Federal  regulators  of  fmancial  institutions;  howevCT,  it  has  been  modified 
to  reflect  the  nondepository  nature  of  System  institutions. 

The  ratings  are  on  a  scale  of  "1"  to  "5"  with  a  "5"  rating  designating  the  most  severe  regulatory  concern.  A  "5" 
rating  means  that  there  is  an  extremely  high  immediate  or  near-term  probabiUty  of  failure.  A  "4"  rating  means 
that  an  instimtion  has  an  immoderate  number  of  serious  financial  or  operating  weaknesses.  Potential  for  failure 
is  present,  but  not  yet  immediate  or  pronounced.  A  rating  of  '*3"  means  that  an  institution  exhibits  a  combination 
of  financial,  management,  operational,  or  compliance  weaknesses  ranging  from  unsatisfactory  to  moderately 
severe. 

The  percentage  of  System  institutions  rated  "3,"  "4,"  or  "5"  has  dropped  firom  65  percent  at  the  end  of  1988  to 
26  percent  at  December  31,  1993.  The  following  chart  shows  the  changes  in  CAMEL  ratings  for  all  System 
instimtions  for  tlie  period  from  December  31,  1988,  to  December  31,  1993. 


CAMEL  Ratings  of  Fann  Credit  System  Institutions* 


December  31 

1 

2 

3 

4 

5 

Total  Institutions 
Rated 

1988 

10 

3% 

93 
31% 

59 
20% 

67 
23% 

67 
23% 

296 
100% 

1989 

8 

3% 

99 

39% 

72 
28% 

67 
26% 

11 

4% 

257 
100% 

1990 

2 
1% 

92 

44% 

75 
36% 

37 
18% 

3 
1% 

209 
100% 

1991 

9 

4% 

126 

52% 

76 

32% 

28 
12% 

0 
0% 

239 
100% 

1992 

6 

2% 

157 
62% 

78 
31% 

12 

5% 

0 
0% 

253 
100% 

1993 

14 
6% 

173 
68% 

60 

24% 

6 
2% 

0 
0% 

253 
100% 

*llauiigs  in  effect  as  ot'  December  31.  1993. 
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Farm  Credit  System  Fimmcial  Trends 

Following  are  several  tables  that  highlight  System  financial  trends  since  1989.  All  date  from  1989  through  1992 
aie  for  the  year  ended,  or  as  of,  December  31.  The  1993  data  are  for  the  9  months  ended,  or  as  of,  September  30, 
1993.    Accordingly,  the  1993  ratios  have  been  annualized  where  appUcable  for  purposes  of  comparability. 


5- Year  lY'end  of  Gross  Loans  Outstanding  to  Farm  Credit  System  Borrowers 

(In  Millions  of  Dollars) 


Yea  rend 

Amount 

1989 

$50,707 

1990 

$51,172 

1991 

$51,457 

1992 

$52,407 

1993 

$53,268 

Gross  loans  have  grown  very  slowly  over  the  past  S  years.  This  is  due  to  the  nearly  stagnant  growth  in  the  total  U.S. 
farm  credit  market  and  a  loss  of  market  share  to  commeraal  banks.  Much  of  the  increase  in  System  gross  loans 
comes  from  growth  in  the  loan  portfoUos  of  the  Banks  for  Cooperatives. 


5- Year  IVend  of  Farm  Credit  System  Net  Earnings  and  Profitability 

(in  Millions  of  E>oUars) 


Return  on 

Year 

Net  Earnings 

Assets 

1989 

$695 

1.12% 

1990 

$608 

0.96% 

1991 

$811 

1.30% 

1992 

$986 

1.57% 

1993 

$971 

2.04% 

System  earnings  and  profitability  are  improving,  as  well  as  the  quality  of  those  earnings,  relying  less  on  reversals 
from  the  allowance  for  k)sses  account  and  more  on  interest  to  generate  income.  Year-to-date  1993  income  has  been 
enhanced  by  changes  in  accounting  for  income  taxes,  which  was  slightly  offset  by  changes  in  accounting  for 
postretirement  benefits  other  than  pensions. 
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5- Year  lYend  of  Farm  Credit  System  Value  of  Other  Acquired  Property  Owned, 

Net  of  Allowance  for  Losses 

(In  MilUons  of  Dollars) 


Year 

Acquisitions 

Sales 

Inventory 

1989 

$442 

$627                                     $468 

1990 

$272 

$358 

$346 

1991 

$323 

$257 

$411 

1992 

$183 

$258 

$315 

1993 

$97 

$168 

$229 

The  System's  inventory  of  acquired  property  has  declined  substantially  over  the  past  5  years  due  to  improved  eco- 
nomic conditions  and  more  stable  farmland  prices.  The  data  represent  totals  as  reported  by  System  institutions  via 
Call  Reports.  Ending  inventories  may  not  reconcile  due  to  adjustments  for  allowance  and  depreciation. 


5- Year  TVend  of  Farm  Credit  System  Nonperforming  Loans 
As  a  Percentage  of  Total  Loans 


Nonpeforming  Loans 

1989 

1990 

1991 

1992 

1993 

Nonaccmal  Loans 

5.00% 

5.13% 

4.51% 

3.73% 

3.08% 

Restructured 

4.67% 

3.72% 

2.59% 

1.61% 

1.15% 

Accruing  More  Than  90  Days  Past  Due 

0.51% 

0.26% 

0.19% 

0.12% 

0.14% 

Total  Nonperfonuing  Loans* 

10.17% 

9.11% 

7.29% 

5.46% 

4.37% 

The  lam  "nonpofonning  loans"  is  bisea  on  die  perfofnuncc  categories  contained  in  the  FCA  regulations  that  became  effective  December  3 1, 1993. 
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5- Year  Trend  of  Farm  Credit  System  Nonperforming  Assets 
As  a  Percentage  of  Total  Assets 


1989* 

1990* 

1991* 

1992* 

1993 

Farm  Credit  Banks 

9.94% 

8.65% 

6.79% 

4.95% 

3.90% 

Banks  for  Cooperatives 

0.74% 

1.40% 

0.88% 

0.41% 

0.23% 

Production  Credit  Associations 

8.38% 

7.20% 

5.27% 

3.77% 

2.76% 

Agricultural  Credit  Associations 

5.32% 

4.75% 

4.76% 

4.03% 

3.54% 

Federal  Land  Credit  Associations 

9.77% 

5.60% 

3.56% 

2.43% 

2.20% 

♦Previous  years'  DonperformiDg  assets  have  been  restated  to  include  nonaccrua]  loans,  restructured  loans,  accnung  loans  90  days  past  due,  and  other 
property  owned,  consistent  with  FCA  regulations  that  became  effective  December  3 1 ,  1993. 


5- Year  IVend  of  Farm  Credit  System  Capital  as  a  Percentage  of  Total  Assets 


Protected 

Other  Capital 

Total 

Year 

Capital 

and  Stock 

Surplus 

Capital 

1989 

2.64% 

2.29% 

3.58% 

8.51% 

1990 

1.95% 

2.93% 

4.31% 

9.19% 

1991 

1.07% 

3.83% 

5.34% 

10.24% 

1992 

0.64% 

4.31% 

6.47% 

11.42% 

1993 

0.42% 

4.63% 

7.72% 

12.77% 

For  the  past  5  years,  the  System  has  been  building  capital  primarily  through  earnings.  Protected  capital  makes  up 
a  small  proportion  of  total  capital  and  most  of  it  exists  in  the  Banks  for  Cooperatives. 
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5- Year  IVend  of  Farm  Credit  System 
Operating  Expenses  as  a  Percentage  of  Ibtal  Loan  Volume 

(In  Millions  of  Dollars) 


Year 

Total  Loan 
Volume 

Operating 
Expenses 

Operating 

Expenses  as  a 

Percentage  of  Total 

Loan  Volume 

1989 

$50,707 

$733.3 

1.45% 

1990 

$51,172 

$735.2 

1.44% 

1991 

$51,457 

$760.3 

1.48% 

1992 

$52,407 

$782.4 

1.49% 

1993 

$53,268 

$601.3 

1.51% 
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Farm  Credit  System  Nonperforming  Loans  as  a 

Percentage  of  Total  Loan  Volume  as  of  September  30, 1993 

by  Farm  Credit  Bank  and  Bank  for  Cooperatives 


Bank 

Total 
Nonperformiiig 

Restructured 

Other 
High  Risk 

Nonaccrual 

Spriugfield* 

3.26% 

0.02% 

0.02% 

3.22% 

Baltimore* 

3.99% 

0.27% 

0.35% 

3.37% 

Columbia* 

3.05% 

0.72% 

0.02% 

2.31% 

Louisville* 

5.41% 

2.60% 

0.14% 

2.67% 

Jackson* 

6.71% 

3.47% 

0.20% 

3.04% 

Omaha* 

5.75% 

2.00% 

0.05% 

3.70% 

Wichita* 

5.13% 

2.13% 

0.24% 

2.76% 

TCMS* 

3.22% 

0.22% 

0.17% 

2.83% 

Western* 

5.72% 

0.58% 

0.28% 

4.86% 

Spokane* 

10.00% 

2.22% 

0.13% 

7.65% 

AgriBank* 

6.99% 

2.08% 

0.20% 

4.71% 

Springfield  EC 

0.00% 

0.00% 

0.00% 

0.00% 

St.  Paul  BC 

0.37% 

0.00% 

0.00% 

0.37% 

CoBank 

0.27% 

0.10% 

0.01% 

0.16% 

*  Farm  Credit  Bank  fuuncia]  dauue  the  combined  fiiuiicial  data  of  each  Farm  Credit  Baoliaiid  its  related  auodalioiu. 
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Risks  on  the  Horizon 

A  first  risl(  is  that  rising  market  interest  rates  will  cause  interest  margins  to  decline,  which  will  leduce  System 
eainings,  to  the  extent  System  institutions  do  not  raise  rates  to  borrowers. 

A  second  level  of  risk  is  that  rising  interest  rates  will  put  pressure  on  System  institutions  to  raise  rates  to  farmers. 
Any  borrowers'  increased  interest  cost  could  translate  into  greater  credit  risk  as  some  borrowers'  cash  flows  are 
squeezed. 

A  third  risk  is  that  significant  changes  in  farm  policy  could  be  on  the  bc»izon.  The  1995  Farm  Bill  appears  to 
be  the  platform  policymakers  will  use  to  address  cuts  in  farm  payments.  Depending  on  the  shape  these  cuts  take, 
fanners'  debt  servicing  capacity  could  be  undermined.  The  recently  approved  North  American  Free  Trade 
Agreement  (NAFTA)  and  the  outcome  of  the  General  Agreements  on  Tariffs  and  Trade  (GATT)  negotiations  may 
have  repercussions  on  certain  sectors  within  agriculture.  The  agency  will  be  monitoring  these  developments  at 
an  eariy  stage  in  the  FCA  Risk  Assessment  Project. 

A  fourth  risk  arises  because  the  System  has  experienced  essentially  no  growth  in  farm  lending  in  recent  years  due 
to  a  slight  growth  in  the  farm  credit  market  and  a  very  competitive  commercial  banking  sector.  The  long-term 
viability  of  a  stagnant-volume  System  rei^esents  a  very  real  risk.  This  is  especially  true  if  operating  costs  continue 
to  creep  upward  and  rising  interest  rates  squeeze  margins.  The  System,  as  a  part  of  its  21st  Century  Project,  is 
studying  changes  in  borrower  eligibility,  scope  of  financing,  and  financially  related  services.  FCA  is  currently 
reviewing  statutes,  legislative  history,  and  applicable  regulations  to  prepare  for  future  initiatives. 

A  fifth  risk  is  that  System  institutions  and  their  competitors  will  overreact  to  their  recently  gained  financial 
strength  and  engage  in  an  income-squeezing  drive  to  gain  market  share.  While  there  is  less  reason  to  add  new 
capital  in  a  stagnant  market,  and  while  adding  volume  is  an  effective  way  to  lower  operating  cost  rates,  risk  is 
increased  if  this  leads  to  equity  erosion. 

Sixth,  and  finally,  as  is  typically  the  case,  not  all  farmers  have  shared  in  the  farm  sector's  recent  improved 
financial  condition.  Unusual  regional  weather  patterns  have  created  some  hardship  as  has  an  oversupply  of  some 
commodities.  This  past  year's  flooding  and  short  growing  season  in  nine  Midwestern  States  (mainly  affecting  the 
Omaha  and  AgriBank  Farm  Credit  districts)  and  drought  over  much  of  the  South  and  East  (mainly  affecting  the 
Columbia  and  the  former  Louisville  Farm  Credit  districts)  may  give  rise  to  loan  quality  problems.  Problems  are 
not  confined  to  crop  producers.  A  number  of  livestock  producers  in  these  areas  may  also  face  cash-flow  problems 
due  to  a  need  to  purchase  larger  amounts  or  higher  priced  grain  and  forage.  Dairy  producers  in  southern 
Minnesota  and  Wisconsin  have  been  in  this  situation  for  the  past  2  years. 

Marketing  cooperatives  also  face  several  problems;  namely,  reduced  volumes,  quality  concerns,  and  potential 
pricing  problems.  The  latter  are  related  to  unusual  basis  movements  associated  with  disrupted  transportation  as 
well  as  local  volume  and  quality  issues. 

Borrower  loan  quality  problems  can  develop  quickly  after  a  major  disaster.  But  they  also  can  build  gradually,  as 
was  the  case  of  the  prolonged  California  drought.  Dairy  producers  have  been  under  periodic  cost-price  pressures 
to  become  more  efficient  or  exit  the  industry.  The  pressure  is  expected  to  resume  in  1994.  It  has  been  hitting 
hardest  in  the  Northeast  and  upper  Midwest,  affecting  the  Springfield  and  AgriBank  Farm  Credit  districts.  Maine 
potato  growers  (Springfield  Farm  Credit  District)  are  having  a  more  typical  year  this  season  following  several  poor 
years  due  to  reduced  harvests  and  quality  problems.  Citrus  growers  (Columbia  and  CoBank  Farm  Credit  districts) 
face  the  prospea  of  several  years  of  lower  [Hices  as  a  result  of  steady  expansions  of  groves  that  are  now  reaching 
bearing  age. 

Market  Share  of  Farm  Debt 

During  the  1990-93  period,  overall  farm  debt  (not  including  debt  to  agricultural  cooperatives)  is  projected  to  have 
increased  from  $136.8  billion  to  $140.5  billion.  The  System's  share  of  that  debt  decreased  slightly  during  the 
period  from  25.6  to  24.9  percent  while  System  volume  of  loans  to  farmers  remained  at  about  $35  billion.  (At  its 
peak  in  the  early  1980's,  System  share  was  approximately  34  percent) 
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The  System's  share  declined  in  the  real  estate  area  and  increased  sUghtly  in  the  non-real  estate  area  during  the 
recent  3-year  period.  Over  the  same  period,  the  share  held  by  commercial  banks  inaeased  from  34.7  to  38.1 
percent  and  their  volume  inaeased  from  $47.4  to  $53.5  bilhon. 

The  Farmers  Home  Administration  (FmHA)  lost  about  4.5  percentage  points  in  market  share  during  the  period. 
Commercial  banks  gained  about  three-quarters  of  the  increase  in  debt  made  available  by  the  increasing  size  of  the 
"pie"  and  the  decline  in  share  held  by  FmHA.  Commercial  banks'  share  has  inaeased  dramatically  from  the  23 
percent  of  the  early  1980's  to  the  current  38.1  pacent. 

Following  are  graphs  and  charts  which  may  provide  a  clearer  picture  of  the  System's  market  share  concerns. 

Farm  Debt  Market  Shares  as  a  Percent  of 
Non-Real  Estate  Debt 


1990 

1993* 

Farm  Credit  System 

15.4% 

16.2% 

Commercial  Banks 

49.5% 

52.3% 

FinHA 

14.9% 

10.0% 

Individuals  and  Others 

20.2% 

21.5% 

Life  Insurance  Companies 

N/A 

N/A 

*  1993  numbers  ve  those  focecast  by  the  U.S.  Depaiunent  of  Aghcullure  (USDA)  as  c^  June  30, 1993. 

Farm  Debt  Market  Shares  as  a  Percent  of 
Real  Estate  Debt 


1990 

1993* 

Farm  Credit  System 

34.3% 

32.5% 

Commercial  Banks 

21.9% 

25.8% 

FmHA 

10.3% 

8.0% 

Individuals  and  Others 

20.4% 

21.2% 

Life  Insurance  Companies 

13.1% 

12.5% 

•  1993  numbers  are  those  forecast  by  USDA  as  d  June  30, 1993. 
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Condition  of  Farmer  Mac 


The  Federal  Agricultural  Mortgage  Corporation  (Fanner  Mac),  created  in  1988,  has  established  two  programs.  In 
Fanner  Mac  I,  pools  of  agricultural  real  estate  or  rural  housing  loans  are  formed,  mortgage-backed  securities  are 
created,  and  Farmer  Mac  provides  a  guarantee  of  timely  payment  of  principal  and  interest  to  security  holders. 
Under  this  program.  Fanner  Mac  may  provide  a  guarantee  only  when  the  security  is  proterted  by  a  10-percent 
reserve  or  participation  interest  that  absorbs  the  fust  losses.  In  Farmer  Mac  II,  lenders  sell  guaranteed  portions 
of  Farmers  Home  Administration  loans  from  which  Farmer  Mac  creates  securities  having  guarantees  of  timely 
payment  of  principal  and  interest. 

During  the  period  October  1,  1992,  through  September  30,  1993,  Farmer  Mac  continued  to  develop  its  programs 
but  had  not  yet  reached  a  point  of  ongoing  viability.  In  Oaober  1992,  Farmer  Mac  completed  its  first  public 
offering  of  Fanner  Mac  I  securities.  In  the  first  half  of  1993,  two  Fanna  Mac  poolers  (Prudential  Securities  and 
Travelers  Realty)  began  programs  to  purchase  loans  ftwrn  originators  for  eventual  securitization.  Additionally,  in 
1993,  the  Farm  Credit  Bank  of  Columbia  announced  its  intention  of  becoming  a  Farmer  Mac  pooler  for  rural  home 
loans  The  Farmer  Mac  II  program  volume  grew  from  $22  million  at  October  1,  1992,  to  approximately  $57 
million  at  September  30,  1993. 

Farmer  Mac  reported  cumulative  operating  losses  during  the  period  October  1,  1992,  through  September  30,  1993. 
Capital  levels  decUned  sbghtly  from  $13.3  million  at  September  30,  1992,  to  $13.1  million  at  September  30,  1993. 
Farmer  Mac's  capital  level  remained  above  the  statutory  minimum  level  during  this  period.  On  September  30, 
1992,  Fanner  Mac  had  $10.3  million  in  capital  above  the  statutory  minimum.  On  September  30,  1993,  Farmer 
Mac  had  $9.2  million  in  capital  above  the  statutory  minimum  level. 

The  following  nine  institutions  have  been  certified  as  Farmer  Mac  poolers; 

Chemical  Securities,  Inc. 

Equitable  AgriBusiness,  Inc. 

Goldman  Sachs  Mortgage  Company 

John  Hancock  Mutual  Life  Insurance  Company 

Prudential  Agricultural  Credit,  Inc. 

Prudential  Securities,  Inc. 

The  Farm  Credit  Bank  of  Columbia 

The  Western  Farm  Credit  Bank 

Travelers  Realty  Investment  Company 
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Contracts  for  Outside  Services 

Following  is  a  list  of  FCA  contracts  for  all  outside  services  for  FY  1991,  FY  1992,  FY  1993,  and  FY  1994. 
Information  for  certain  contracts  prior  to  FY  1991  is  provided,  as  FCA  exercised  option  periods  allowed  in  the 
contracts,  and  obligations  were  made  against  the  contract.  If  the  contract  was  sole  source  in  either  FY  1992  or 
FY  1993,  the  reason  for  the  sole  source  is  noted. 


Contract  Number        88-FCA-C-OOl 

Contractor:  Blue  Cross/Blue  Shield  of  the  National  Capital  Area 

Purpose  Health,  E>ental  and  Vision  Insurance 

Expenditures:  CY  1991    $994,514.78  (FCA  poition) 

$248,628.69  (Employee  poruon) 
CY  1992    $1,337,361.98  (FCA  portion) 

$334,340.50  (Employee  portion) 
CY  1993    $1,520,000.00  (FCA  portion) 

$380,000.00  (Employee  portion) 


Actual  Paid 
Actual  Paid 
Actual  Paid 
Actual  Paid 
Estimated 
Estimated 


Contract  is  in  the  process  of  being  closed  out. 


Contract  Number.  89-FCA-C-OOl 

Contractor:  NonPublic  Educational  Services,  Inc. 

Purpose:  Library  Support 

Expenditures:  FY  91         $78,000.00 

Note:  Contract  has  expired,  replaced  by  92-FCA-C-OOl. 


Closed  Out 


Contraa  Number  89-FCA-C-002 

Contractor:  Mutual  of  Omaha  Insurance  Company 

Purpose:  Life  Insurance  for  FCA  employees 

Expenditures:  FY  91        $172,662.69 


Actual  Paid/Closed  Out 


Contract  Number  89-FCA-C-003 

Contractor:  James  C.  Larson/Richmond  Production  Credit  Association 

Purpose:  Receivership 

Expenditures:  Funds  to  be  paid  by  receivership 


Contract  Number 
Contractor: 
Purpose: 
Expenditures: 


89-FCA-C-004 

Coleman  PCA  Receivership 

Receivership 

Funds  to  be  paid  by  receivership 


Contract  Number 
Contractor: 
Purpose: 
Expenditures: 


89-FCA-C-O05 

Digital  Equipment  Corporation 
Purchase  of  Disk  Storage  Devices 
Net  Total  Amount— $51,679.00 


Actual  Paid 


Contract  Number        89-FCA-C-006 

Contractor:  Pulsar  Data  Systems 

Purpose:  Upgrade  of  VAX  computer  equipment 

Expenditures:  $2,653,326.97  obhgated  for  contraa  total 

FY  91         $963,977.61 

FY  92         $414,914.60 

FY  93         $  47,300.00 


Actual  Paid 
Actual  Paid 
Closed  Out 
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Contract  Number        90-FCA-C-OOl 
Contractor  FCS  Building  Association 

Ihirpose:  Telephone  Equipment  and  Service 

(includes  all  usage  charges  and  prorated  equipment 
Expenditures:  FY  91         $622,705.36 

FY  92         $586,638.77 


Actual  Paid 
Actual  Paid 


Contraa  Number  90-FCA-C-003 

Contractor:  Sonnenschein  Carlin  Nath  &  Rosenthal 

Purpose:  Special  Counsel  to  Chairman 

Expenditures:  FY  91         $106,347.17 


Actual  Paid/Closed  Out 


Contraa  Number        90-FCA-C-006 
Contractor  Digital  Support  Corporation 

Purpose:  Maintenance  of  Computer  Equipment 

Expenditures:  FY  91         $68,746.71 

FY  92         $85,532.45 


Actual  Paid/Closed  Out 
Actual  Paid/Closed  Out 


Contract  Number        90-FCA-C-007 
Contractor:  Pulsar  Data  Systems 

Purpose:  Personal  and  Laptop  Computers,  Printers,  Software 

Expenditures:  FY  91         $694,847.18 

FY  92         $542,747.03 


Actual  Paid/Closed  Out 
Acuial  Paid/Closed  Out 


Contract  Number 

Contractor: 

Purpose: 

Expenditures: 

Contract  Number 

Contractor 

Purpose: 

Expenditures: 


91-FCA-C-OOl 

WE.  Harvey 

Continuing  Designation  of  Harvey  as  President  and  CEO 

of  REW  Enterprises 

Funds  to  be  paid  by  receiveiship 

91-FCA-C-002 

The  Wyatt  Co. 

Design  and  Implementation  of  Job  Evaluation 

and  Compensation  Program 

FY  91         $175,000.00 


Actual  Paid/Closed  Out 


Contract  Number  91-FCA-C-003 

Contractor:  Digital  Equipment  Corporation 

Purpose:  Network  Operational  Services  for  LAN 

Expenditures:  FY  91         $26,125.00 

Contract  Number  91-FCA-C-004 

Contractor:  Sonnenschein  Carlin  Nath  &  Rosenthal 

Purpose:  Consultation  Services 

Expenditures:  FY  91         $19,414.94 


Acnial  Paid/Closed  Out 


Actual  Paid/Closed  Out 


Contract  Number        91-FCA-C-005 

Contractor:  Robert  Hopping 

Purpose:  Instructor  for  Training  Programs 

(FCA  Leadership  Development  Program) 
Expenditures:  FY  91         $5,704.00 

FY  92        $8,200.00 


Acmal  Paid/Closed  Out 
Acnial  Paid/Closed  Out 
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Contract  Number 
Contractor: 
Purpose: 
Expenditures: 

Contract  Number 
Contractor: 
Purpose: 
Expenditures: 


Note: 


Contract  Number 

Contractor: 

Purpose: 


Expenditures: 


91-FCA-C-006 

Sonnenscbein  Carlin  Nath  &  Rosenthal 

Consultation  Services 

FY  91        $9,555.78 

91-FCA-C-007 

PHH  Homequity 

Relocation  Services  for  Employees 

FY  91         $694,838 

FY  92        $283,391 

FY  93        $275,000 

Expenditures  are  estimated  as  the  actual  and  fmal  costs 

for  transporting  employee  household  goods  and  sale  of 

employees'  homes  may  not  be  known  for  a  period  of  2 

to  5  years  after  services  are  requested. 

91-FCA-C-008 

FCS  Building  Association 

Installation  of  Uninterruptable  Power  System  for  FCA 

Computer  Center  VAX  Computers  and  Associated 

Equipment. 

FY  91         $55,000.00      Acmal  Paid/Closed  Out 


Actual  Paid/Closed  Out 


Estimated 
Estimated 
Estimated 


Contract  Number 
Contractor: 
Purpose: 
Expenditures: 

Contract  Number 

Contractor: 

Purpose: 

Expenditures: 


91-FCA-C-009 

FCS  Building  Association 

Installation  of  Network  Cabling 

$91,215.43 

91-FCA-C-OlO 

FCS  Building  Association 

Provide  Automated  Attendant  Telephone  System  and 

Rate  t^o-Battery  Backup  for  Field  Offices. 

FY  91         $60,867.36 


Closed  Out 


Closed  Out 


Contract  Number 

Contractor: 

Purpose: 

Expenditures: 

Contraa  Number. 

Contractor: 

Purpose: 

Expenditures: 


91-FCA-C-Oll 

FCS  Building  Association 

Transmission  of  Computer  Information  Over 

Telephone  Lines. 

FY  91         $147,832.00 

92-FCA-C-OOl 

NonPubhc  Educational  Services,  Inc. 

Library  Support-Staffing  for  FCA  Library 

(2  FTE  personnel  provided  by  contactor) 

FY  92        $75,000.00 

FY  93         $76,200.00 


Closed  Out 


Actual  Paid 
Actual  Paid 


Contract  Number 
Contractor: 
Purpose: 
Expenditures: 


92-FCA-C-002 

Riso  &  Dempsey 

Audit/Management  Study  (Mandated  by  Congress) 

FY  92        $192,800.00 


Actual  Paid/Closed  Out 
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Contraa  Number 

Contractor; 

Purpose: 

Expenditures: 

Reason  for 

Sole  Source  Award: 


92-FCA-C-003 

Digital  Equipment  Corporation  (DEC) 
Network  Operational  Services  for  LAN 
FY  92        $28,500.00 

Maintenance  includes  software  proprietary  to  DEC. 
As  a  result,  no  other  party  can  maintain  die 
software. 


Actual  Paid/Closed  Out 


Contract  Number 

Contractor: 

Purpose: 


Expenditures: 

Reason  for 

Sole  Source  Award: 


Contraa  Number 
Contractor: 
Purpose: 
Expenditures: 


Note: 

Contract  Number 
Contractor: 
Purpose: 
Expenditures: 


Reason  for 

Sole  Source  Award: 


Contract  Number. 

Contractor: 

Ihirpose: 

Expenditures: 

Reason  for 

Sole  Soiuce  Award: 


Contract  Number 

Contractor: 

Purpose: 

Expenditures: 
Note: 


92-FCA-C-004 

PCS  Building  Association 

Interior  OfTice  Construction  and  Renovation  Resulting 

from  Agency  Reorganization  Reconmiended  in  Study 

by  Riso  &  Dempsey. 

FY  92        $49,772.00 

FCSBA  is  the  property  manager  and  has  not  given 
FCA  the  authority  to  contract  for  construction  within 
the  building. 

92-FCA-C-005 

CIGNA 

Long-Term  Disabihty  Insurance  for  FCA  Employees 

FY  92        $34,256.84 

FY  93         $32,256 

FY  94        $37,000 

Option  year  exercised  for  FY  94 

92-FCA-C-006 
University  of  Illinois 
Stress  Study  for  OSMO 
FY  92        $66,000.00 
FY  93        $33,000.00 
FY  94        $31,000 

Awarded  due  to  time  constraints,  congressional 
mandate  on  completion  date,  congressionally  man- 
dated limit  on  FY  93  OSMO  expenditures,  and 
unique  expertise  of  contractor. 

93-FCA-C-OOl 

Digital  Equipment  Corporation  (DEC) 

Maintenance  of  Digital  Network  Operational  Services 

FY  93         $28,000.00 

Maintenance  includes  software  proprietary  to  DEC. 
As  a  result,  no  other  party  can  maintain  the 
software. 

93-FCA-C-002 

Oakwood  Apartments 

Lease  of  apartments  for  FCA  field  examiners  on 

rotational  assigiunents  in  McLean,  Va. 

FY  93         $29,376.00 

Option  year  exercised  for  FY  94 


Acmal  Paid/Closed  Out 


Actual  Paid 
Estimated 
Estimated 


Estimated 


Actual  Paid/Closed  Out 
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Contract  Number 
Contractor: 
Purpose: 
Expenditures: 

Contract  Number 

Contractor: 

Purpose: 


Expenditures: 

Contract  Number 
Contractor: 
Purpose: 
Expenditures: 

Note: 


93-FCA-C-003 

Farm  Credit  System  Building  Association 
Telephone  Equipment  and  Services 
FY  93        $560,112.00 

93-FCA-C-004 

Coopers  and  Lybrand 

Quick  Response  Accounting  Services  (Exercise  of 

option  year  in  process.    Current  contract  expired 

9/30/93). 

FY  93        NTE  $37,000 

93-FCA-C-005 

Novadyne  Computer  Systems,  Inc. 

PC  Maintenance  for  Equipment  at  FCA  Headquarters 

FY  93        $56,620 

FY  94         $56,000 

Contract  has  been  modified  to  add  equipment  to 

maintenance  listing.    Option  year  exercised  for 

FY  94. 


Estimated 


Contraa  Number 

Contractor: 

Purpose: 

Expenditures: 

Note: 


Contract  Number 

Contractor: 

Purpose: 

Expenditures: 

Reason  for 

Sole  Source  Award: 


93-FCA-C-006 

William  E.  Harvey 

Receivership  of  Jackson  FLB  and  FLEA 

FY  93  None 

Indefinite  quantity.    Modification  to  exercise  option 

year  is  being  prepared. 

93-FCA-C-007 

Ogden  Government  Services,  Inc. 
Quick  Response  Consulting  Services  for 
Information  Resources  Management. 
FY  93         NTE  $100,000 

Cost  of  dupUcating  knowledge  possessed  by  Ogden  of 
FCA  operations  would  add  an  additional  $45,000  to 
the  cost  of  the  contract. 


Contract  Number 
Contractor: 
Purpose: 
Expenditures: 

Contract  Number. 
Contractor: 
Purpose: 
Expenditures: 

Contract  Number 
Contractor: 
Purpose: 
Expenditures: 


94-FCA-C-OOl 

Novadyne  Computer  Systems,  Inc. 

Computer  Maintenance 

FY  94        $81,739.08 

94-FCA-C-002 

Provident  Life  and  Accident  Insurance  Co. 
Health  Plan — Retirees  and  Prospective  Retirees 
FY  94         $422,001.60 

94-FCA-C-003 

Mutual  of  Omaha  Insurance 

Life,  Accident,  Death  &  Dismemberment  Insurance 

FY  94         $195,684.00 
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FCA  Compensation  Program 

The  Financial  Institutions  Reform,  Recovery,  and  Enforcement  Act  of  1989  (FIRREA)  required  that  compensation  of 
employees  of  Federal  fmancial  institution  regulators  be  comparable.  In  1991  FCA  compensation  was  about  9  percent 
below  this  average.  After  pay  increases  in  FY  1992  and  FY  1993,  FCA  salaries  were  believed  to  be  on  par  with  the 
average  market  rate  paid  by  other  Federal  financial  institution  regulators.  The  agency  is  currently  assessing  whether 
changes  will  need  to  be  made  in  FY  1994. 

FCA  shifted  from  the  GS  schedule  to  its  own  compensation  program  in  January  1992.  The  FCA  Compensation 
Program  is  designed  to  compensate  its  employees  at  the  average  market  rate  paid  by  the  other  Federal  fmancial 
regulators.  The  turnover  rates  for  FCA  examiners  for  calendar  years  1990  through  1992  and  the  first  9  months  of 
1993  were  14.5, 9.2, 9.4  and  8.4  percent,  respectively.  The  percentages  for  the  last  3  years  show  a  significant  decrease 
in  turnover  FCA  believes  it  demonstrates  that  pay  comparabiUty  has  allowed  the  agency  to  be  a  competitive  em- 
ployer in  the  bank  regulatory  area. 

The  Farm  Credit  Administration  Compensation  Program  has  two  salary  ranges.  One  range  applies  to  VH  employees, 
who  are  the  agency's  managerial,  professional,  and  technical  employees.  The  other  range  applies  to  VG  employees, 
who  occupy  clerical  and  support  positions. 

FCA  also  utilizes  geographic  differential  rates,  which  are  based  on  annual  studies  conducted  by  Runzheimer  Interna- 
tional, a  major  consulting  firm  in  the  area  of  travel  and  Uving  costs.  The  geographic  differential  is  a  measure  of 
relative  purchasing  power  in  one  locaUty  versus  another.  It  is  based  on  relative  prices  gathered  at  the  same  time  from 
more  than  1 50  locations  throughout  the  country.  FCA  provides  Runzheimer  with  an  annual  profile  of  its  employee 
population  which  is  used  to  measure  variances  in  the  cost  of  living  in  FCA  office  localities  as  compared  with  the 
national  average.  Runzheimer  reports  are  also  used  by  other  Federal  fmancial  regulatory  agencies  in  administering 
their  compensation  programs. 

The  differential  rates  may  be  revised  in  accordance  with  current  data  and  available  funding.  Based  on  annual  adjust- 
ments in  the  data,  they  may  change  (upward  or  downward)  from  one  year  to  the  next  For  1993,  the  rates  went  up  in 
three  localities  and  down  in  the  Bloomington,  Minnesota  area.  Study  results  also  indicated  that  a  differential  should 
be  added  for  the  Atlanta,  Georgia,  office.  To  promote  comparability,  the  cmrent  practices  of  other  Federal  financial 
regulatory  agencies  are  also  considered  in  establishing  and  adjusting  rates  in  various  locations. 

The  agency's  1993  geographic  differential  is  as  follows: 

Albany,  NY  7.3  percent 

Atlanta.  GA  1.5  percent 

Bloomington,  MN  4.7  percent 

McLean,  VA  12.5  percent 

Sacramento,  CA  5.8  percent 

FCA  Salary  Ranges 

Following  are  the  pay  ranges  for  VG  and  VH  employees  for  1993  (pages  30  and  31),  as  well  as  tables  showing  the 
permanent  positions  by  grade  for  field  and  headquarters  activities  of  the  FCA  (page  32).  The  first  table  on  page  32  is 
the  actual  "on  board"  FTEs  as  of  September  30,  1993,  and  the  second  table  is  the  planned  schedule  of  FTEs  for  FY 
1994. 
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SALARY  RANGES  FOR  *'VH"  EMPLOYEES— 1993 


Range 
Minirnum 


20% 


40% 


60% 


80% 


Range 
Maximum 


Pay 

Grade 


First 
Quintile 


Second 
Quinfiie 


Third 
Quintile 


Fourth 
QuintDe 


Fifth 
Quintile 


Range 
Midpoint 


45       $105,658       $116,223      $126,789       $137,355       $147,921        $158,486        $132,072 


4- 


4- 


4- 


+ 


44 


93,042 


102,347         111,651 


120,955 


130.259    139,564 


116,303 


43 


81,933 


90,126    98,319 


106,513 


114,706    122,899 


102,416 
— h- 


42 


72,151 


79,366 


86,581 


93,797 


101,012    108,227 


+ 


+ 


+ 


+ 


90,189 


41            63,536           69,890          76,243           82,597           88,950           95,304 
\ \ \ \ 1 f— 


79,420 


40 


55,950 


61,545 


67,140 


72,736 


78,331 


83,926 


69,938 


39 


49,270 


54,197 


59,124 


64,052 


68,979 


+ 


4- 


4 


73,906 

-4- 


61,588 


38 


43,387  47,726  52,065  56,403  60,742  65,081 


4- 


4- 


4 


4 


4 


4- 


54,234 


37 


38,207 


42,028 


45,849 


49,669 


53,490 


57,311 


47,759 


36 


33,646 


37,01 1  40,376 


43,740 


47,105 


50,470 


4- 


42,058 


35 


29,628 


4 


32,591 

-H— 


35,554 
— h- 


38,516 


41,479 


44,442 


4 


37,035 


34 


26,090  28,699  31,308  33,918  36,527  39,136  32,613 


4 


4 


4 


4 


33 


22,976 


25,274  27,571 


29,869 


32,166 


34,464 


4 


4- 


28,720 


32 


21,811 


23,992  26,173 


28,355 


30,536 


32,717 


27,264 


31 


20,705 


22,775 
— f— 


24,846 
— I— 


26,916 
— I— 


28,987 
— I— 


31,057 
— I— 


25,881 

—\ 

24,570 
I 


30 


19,656 
I 


21,622 
L_ 


23,587 
I 


25,553 
I 


27,518 
I 


29,484 
I 


NOTES:      Range  Spread  =  50  percent 

Midpoint  Differential  =  13.5  percent 

The  range  minimum  represents  the  beginning  of  the  first  quintile,  and  the  subsequent  dollar 

amounts  represent  the  beginning  of  each  quintile. 
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SALARY  RANGES  FOR  *'VG''  EMPLOYEES-~1993 


Pay 
Grade 


Range 
Minimum 


20% 


40% 


60% 


80% 


Range 
Masdmum 


First 
QuiittUe 


Second 
Quitttile 


Third 
QuititUe 


Fourth 
Quintile 


Fifth 
Quintile 


Range 
Midpoint 


27         $29,438         $32,381        $35,325         $38,269         $41,213         $44,156  $36,797 


+ 


4- 


4- 


+ 


+ 


4- 


26     26,576     29,234    31,891     34,549     37,206     39,864     33,220 
\ 1 \ \ 1 \ \— 


25 


23,992 


26,391    28,790    31,190    33,589    35,988 


4- 


+ 


4- 


4- 


29,990 


24     21,660     23,826    25,992     28,158     30,324     32,490 

\ 1 \ \ \ \- 

23  19,554  21,510  23,465  25,421  27,376  29.332 


27,075 


4- 


1 \ \ \ \ 

22            17,654           19,419          21,184           22,950           24,715           26,480 
\ \ 1 1 1 h- 


24,443 


22,067 


21 


15,937 


17,530  19,124 


20,718 


22,312  23,905 


4- 


+ 


+ 


19,921 


20           14,389           15,828          17,267           18.705           20,144           21,583             17,986 
I I I I I I I 


NOTES:      Range  Spread  =  50  percent 

Midpoint  Differential  =  10.76  percent 

The  range  minimum  represents  the  beginning  of  the  first  quintile.  and  the  subsequent 

dollar  amounts  represent  the  beginning  of  each  quintile. 
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FCA  Starring  Level  as  of  September  30,  1993 


VH 

VG 

PcrsoQael 
on  Board 

Or^anUation 

Executive    45    44    43    42    41    40    39    38    37    36    35    34    33    32 

27    26    25    24    23    22    21    20 

onicc  of  the 

Board  &  CEO 

OCOO 

OCPA 

OSMO 

OGC 

ORM 

OIG 

OSSCA 

OE-McUan 

OE-Fleld  Offlces 

2 

1 

3 

1 

1 

2 

1 

12 

1 

2 

1 

4 

1 

2 

1 

5 

1 

1 

1 

2 

3 

10 

1 

2 

20 

2 
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Thursday,  February  24,  1994. 
U.S.  DEPARTMENT  OF  AGRICULTURE 
witnesses 

mike  espy,  secretary  of  agriculture 

richard  rominger,  deputy  secretary,  u.s.  department  of  ag- 
riculture 

stephen  b.  dewhurst,  budget  officer,  u.s.  department  of  ag- 
riculture 

Opening  Remarks 

Mr.  DURBIN.  This  meeting  of  the  Subcommittee  on  Agriculture, 
Rural  Development,  Food  and  Drug  Administration  and  Related 
Agencies,  Committee  on  Appropriations,  will  come  to  order. 

We  are  happy  this  morning  to  have  as  our  witness  the  Secretary 
of  Agriculture,  Mike  Espy,  our  former  colleague  and  friend,  who  is 
going  to  discuss  the  1995  budget  for  the  U.S.  Department  of  Agri- 
culture. 

Mr.  Secretary,  you've  had  a  year  in  office  now.  It's  been  an  event- 
ful year.  We  feel  that  you  have  been  challenged  and  have  risen  to 
that  challenge  time  and  again. 

There  are  going  to  be  opportunities  for  us  to  talk  about  ways  to 
improve  the  administration  of  the  department,  and  we're  looking 
forward  to  you  sharing  your  views  on  the  next  fiscal  year  and  what 
it  will  mean  to  agriculture  and  consumers  across  America. 

Secretary  EsPY.  Thank  you,  sir. 

Mr.  DURBIN.  Please  proceed.  We  have  your  entire  statement.  If 
you  would  like  to  summarize  it,  we  would  certainly  invite  you  to 
do  that,  and  you  may  recall  when  you  used  to  sit  on  this  side  of 
the  table  and  you  would  invite  witnesses  to  do  that,  how  you 
prayed  they  would  listen.  [Laughter.] 

Statement  of  the  Secretary 

Secretary  Espy.  And  I  continue  that  prayer.  Mr.  Chairman, 
thanks  to  you  and  Mr.  Myers  and  to  the  other  members  of  this  dis- 
tinguished Committee.  I'm  delighted  to  be  here  to  be  able  to  come 
back  to  present  the  budget  wish  of  the  United  States  Department 
of  Agriculture. 

I'm  of  course  joined  by  two  colleagues.  I  know  that  you  had  Mr. 
Keith  Collins  here,  our  Chief  Economist,  yesterday,  and  I  under- 
stand that  he  engaged  in  a  discourse  on  ostriches. 

I  can  tell  you  I  know  very  little  about  ostriches,  or  the  care  and 
feeding  of  ostriches,  but  other  than  that,  these  two  gentlemen  be- 
side me  know  a  great  deal  about  the  USDA,  both  the  policy  side 
and  the  administration  side. 

(585) 


586 

Rich  Rominger,  our  Deputy,  has  been  involved  in  the  develop- 
ment of  this  budget,  and  of  course,  our  Chief  Budget  Officer,  Mr. 
Steve  Dewhurst. 

Mr.  Chairman,  I  would  like  to  summarize.  There  is  a  rather 
lengthy  statement.  I  don't  want  to  read  it  word-for-word,  so  if  you 
will  just  allow  me  just  to  enter  that  into  the  record,  I  would  appre- 
ciate it. 

Mr.  DURBIN.  It  will  be. 

HIGHLIGHTS  OF  FISCAL  YEAR  1993 

Secretary  EsPY.  Thank  you,  sir.  Mr.  Chairman,  it  has  been  an 
eventful  year,  as  you  said.  We  have  gone  through  a  massive  flood 
in  the  Midwest.  We  have  had  sporadic  droughts  in  the  South  and 
the  Southeast.  We've  had,  of  course,  California  forest  fires  and  mud 
slides. 

We've  had  problems  with  our  crop  quality,  both  with  regard  to 
Medfly  in  California  produce,  aflatoxin  in  corn  and  potato  problems 
in  Maine,  cotton  problems  in  Arizona  and  the  Mississippi  Delta. 

We  began  our  term  of  office  with  a  problem  in  the  Pacific  North- 
west with  regard  to  our  food  inspection  system  and  the  pesky  E. 
coli  critter,  as  we  call  it. 

So  we've  had  some  problems,  but  I  really  think,  Mr.  Chairman, 
that  we  have  handled  those  problems  relatively  well. 

The  highlights  of  the  1993  year,  I  think,  is  the  way  in  which  we 
handled  the  flood  relief  effort  in  the  Midwest.  We  continue  to  be 
proud  of  our  role  in  passing  the  North  American  Free  Trade  Agree- 
ment—NAFTA. 

We  are  proud  of  what  we've  done  in  presenting  the  General 
Agreement  on  Tariff  and  Trade — GATT — agreement,  which  hope- 
fully will  be  passed  by  this  Congress,  and  we  have  made  some  re- 
markable movement  in  the  area  of  research.  Our  scientists  in  Clay 
Center,  Nebraska  in  our  Agriculture  Research  Service — ^ARS — an- 
nounced what  I  believe  can  be  characterized  as  breakthrough  re- 
search in  the  area  of  genome  mapping. 

For  the  first  time  ever,  and  in  beating  the  New  Zealanders,  the 
Australians  and  the  European  Community — EC — researchers,  we 
now  can  tell  the  exact  location  of  genes  carrying  favorable  traits 
within  cattle  and  swine. 

And  we  can  make  this  technology  and  this  basic  research  avail- 
able to  the  private  sector,  and  we  can  improve  the  quality  of  what 
we  eat. 

We  are  also  proud  of  what  we've  done  in  association  with  the 
EPA  regarding  ethanol,  methyl  bromide  and  some  of  the  other  bio- 
fuels. 

So  we  are  very  proud  of  that. 

And  in  the  area  of  administration,  we  are  on  line  with  programs 
like  Info-share  which  will  enable  us  to  integrate  our  automated 
support  county  offices,  and  move  toward  this  desired  goal  of  one- 
stop  shopping  in  the  field. 

So  what  I'd  like  to  do,  Mr.  Chairman,  knowing  that  we  have  a 
very  tight  budget,  and  some  incredibly  difficult  challenges  with  re- 
gard to  the  discretionary  caps,  is  to  summarize  my  testimony,  with 
emphasis  on  priorities,  both  in  terms  of  administration  and  policy. 
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On  February  7th,  President  Clinton  submitted  the  1995  budget 
to  the  Congress.  This  is  no  doubt  a  tough  budget.  It  emphasizes 
continued  fiscal  discipline  and  spending  cuts.  It  follows  through  on 
deficit  reduction  and  finances  targeted  public  investments  to  en- 
hance long-term  economic  growth. 

UDSA'S  FY  1995  BUDGET  REQUEST 

For  the  Department  of  Agriculture — ^USDA — our  budget  calls  for 
reduction  of  $3.6  billion  in  budget  authority  from  1994.  Cash  out- 
lays are  estimated  to  be  down  by  $4.7  billion  from  1994,  largely  be- 
cause we  are  projecting  more  normal  crop  conditions,  and  therefore 
lower  outlays  for  farm  programs.  We  are  hopeful  that  this  will  be 
the  case. 

As  you  know,  the  President  and  Congress  agreed  to  discretionary 
spending  caps  for  the  Federal  budget  which  are  very,  very  tight. 

To  live  within  these  caps  and  preserve  some  of  the  key  priorities 
we  believe  are  important,  it  is  very  necessary  to  recommend  a 
number  of  proposals  that  will  reduce  government  costs. 

These  include  some  program  reductions,  some  program  termi- 
nations, new  or  additional  user  fees,  and  requiring  some  of  our  bor- 
rowers to  pay  what  we  believe  are  slightly  higher  but  still  low  in- 
terest rates,  in  particular  those  Rural  Electrification  Administra- 
tion— REA — ^borrowers. 

The  budget  also  contains  a  number  of  initiatives  that  were  iden- 
tified and  funded  in  the  FY  1994  budget  request.  These  include  the 
expansion  of  such  programs  as  the  Women,  Infant  and  Children — 
WIC — program,  the  Department's  Rural  Development  Initiative — 
RDI — and  money  for  empowerment  zones  and  enterprise  commu- 
nities. 

We  have  innovations  calling  for  new  funding  in  the  area  of  the 
Wetlands  Reserve  Program — ^WRP — and  we  have  a  number  of  ini- 
tiatives in  the  Food  Safety  area. 

We've  also  included  a  number  of  new  proposals  in  the  budget  in- 
cluding one  that  would  reform  the  crop  insurance  program.  We 
hope  this  proposal  will  be  formally  announced  next  week  and  pre- 
sented to  the  Congress.  We  are  also  providing  funding  for  new 
empowerment  zones  and  enterprise  communities  in  rural  areas, 
and  would  provide  assistance  for  implementing  the  President's  plan 
in  the  Pacific  Northwest. 

The  budget  also  assumes  the  passage  of  legislation  to  authorize 
our  proposed  reorganization  of  the  USD  A.  Significant  reductions  in 
outlays  and  staff  years  reflected  in  the  budget  are  achieved 
through  this  reorganization. 

FOCUS  ON  USDA  REORGANIZATIONAL  PROPOSAL 

Mr.  Chairman,  let  me  say  proudly  to  that  we're  moving  ahead  on 
this  very  quickly.  We've  already  had  a  subcommittee  mark-up  in 
the  authorizing  committee,  the  Commission  on  Agriculture.  I  un- 
derstand that  on  March  the  3rd  on  the  Senate  side,  there  will  be 
a  full  committee  mark-up  of  our  reorganization  proposal,  and  hope- 
fully sometime  around  the  middle  of  March,  our  subcommittee 
marked  proposal  will  be  reviewed  in  the  full  House  Committee  on 
Agriculture  and  hopefully  move  to  floor  action  very  soon  thereafter. 
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The  plan  in  our  opinion  is  very,  very  ambitious.  It's  a  plan  to  im- 
prove customer  service  and  save  taxpayer  money.  In  fact,  noting 
our  history  and  we  have  grown  since  1863  when  we  were  created 
by  President  Abraham  Lincoln,  the  plan  we  propose  is  clearly  the 
most  ambitious  reorganization  proposal  ever  undertaken  by  the  De- 
partment. It  may  be  the  most  ambitious  proposal  ever  undertaken 
by  any  agency  of  the  Federal  Ciovemment. 

Our  proposal  has  four  key  objectives:  one,  we  simply  must 
refocus  and  simplify  the  Department's  headquarters  structure.  We 
promised  to  reduce  Washington  first,  and  we  have  done  well  on 
that  promise. 

We  want  to  focus  on  mission  and  not  on  acronym — acronyms 
such  as  FmHA  and  RDA  simply  will  be  a  thing  of  the  past,  and 
we  will  move  to  a  reconstructed  mission  and  a  reconstructed  serv- 
ice based  on  a  new  mission. 

Number  two,  our  proposal  would  improve  our  accountability  and 
service  to  customers  by  reform  of  the  Department's  management 
support  systems.  Third,  we  will  reform  the  Department's  field 
structure  and  lastly,  we  will  substantially  reduce  costs. 

We  expect  to  reduce  staff  by  7,500  and  save  $1.4  billion  in  per- 
sonnel costs,  and  $1.2  billion  in  other  administrative  costs  during 
the  next  five  years. 

Now,  much  of  what  we  want  to  do  requires  legislation,  and  as  I 
said,  I'm  very  thankful  that  this  Congress  has  taken  our  proposal 
very  seriously  and  moved  to  consider  it  in  a  very  expeditious  man- 
ner. 

A  major  component,  Mr.  Chairman,  of  our  plan  to  reorganize  and 
streamline  the  Department  is  our  proposal  to  form  a  new  acronym, 
if  you  will,  FSA,  the  Farm  Service  Agency. 

The  new  agency  will  combine  the  Farmers  Home  farm  credit  pro- 
grams, crop  insurance,  and  the  Agricultural  Stabilization  and  Con- 
servation Service — ^ASCS — farm  programs.  We  want  to  consolidate 
these  three  into  the  new  FSA.  The  consolidation  of  services  into 
one  agency  with  farm-oriented  clientele  will  provide  administrative 
efficiencies  and  reduce  overhead. 

And  perhaps  more  importantly,  it  will  improve  service  and  make 
the  USDA  more  farmer-friendly. 

Mr,  Chairman,  we  have  very  detailed  goals  for  the  Washington 
reduction  effort — ^very  detailed.  We  could  discuss  this  during  the 
question  and  answer  period.  We  also  have  a  numerical  goal  for  the 
counties,  and  this  question  will  probably  come  up  later. 

It  is  so  important  to  lay  as  the  predicate  the  fulfillment  of  our 
aim  to  create  the  FSA,  because  as  you  know  full  well,  Mr.  Chair- 
man, in  every  county  in  the  nation  we  have  some  presence  of  the 
United  States  Department  of  Agriculture.  It  is  our  hope  that  by 
creating  the  FSA  and  going  to  Regional  Service  Centers  we  can 
combine  these  offices,  and  consolidate  these  services;  but,  until  we 
know  that  the  Congress  has  allowed  us  to  create  the  FSA,  we  can't 
close  these  offices  in  the  counties. 

That's  the  next  step,  and  it  will  come  quickly  on  the  heels  of  the 
completed  package,  but  we  are  certainly  headed  that  way. 
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FARM  SERVICE  AGENCY  HIGHLIGHTS 

I  would  though  Hke  to  address  some  highlights  of  our  budget  pro- 
posal for  the  FSA.  First  the  farm  credit  programs,  we  have  read 
a  lot  about  that  lately.  I  want  to  emphasize  to  you  and  to  this  com- 
mittee that  the  loans  we  are  making  today  are  not  like  those  that 
led  to  the  losses  and  delinquencies  that  we  have  experienced  in  the 
past. 

FARM  CREDIT  PROGRAMS 

There  are  now  strict  limits  on  the  amount  of  assistance  that  bor- 
rowers may  receive.  We  now  require  borrowers  to  develop  a  farm 
and  home  plan  which  provides  a  positive  cash  flow  to  meet  their 
loan  commitments,  and  demonstrate  they  have  the  management 
skill  to  be  successful. 

Eligibility  is  limited  to  those  farmers  unable  to  obtain  credit  else- 
where, but  even  so,  assuming  that  our  reorganization  proposal  will 
pass  the  Congress,  we  have  already  taken  steps  to  allow  this  suc- 
cessor agency  to  the  Farmers  Home  to  begin  on  a  sounder,  surer 
footing. 

It's  my  hope,  Mr.  Chairman,  that  the  successor  agency  to  the 
Farmers  Home  will  inherit  no,  let's  say,  difficult  loans — loans  in 
my  opinion  that  are  not  manageable.  It  will  inherit  only  loans  that 
will  cash  flow. 

We  are  doing  this  in-house  by  the  creation  of  an  ad  hoc  large 
loan  committee.  In  addition  to  the  CFO,  our  Chief  Financial  Offi- 
cer, and  representatives  of  the  former  Farmers  Home  Administra- 
tion, and  the  new  FSA;  and,  we  have  invited  the  Internal  Revenue 
Service — IRS — to  participate.  We  have  oversight  by  the  General  Ac- 
counting Office — GAO.  We  have  participation  by  the  Justice  De- 
partment, and  they  will  constitute,  if  you  will  allow  me  to  call  it, 
a  purgatory  committee  where  all  loans  that  have  been  declared  dif- 
ficult or  unmanageable  will  be  reviewed.  This  will  constitute  a 
screening  level. 

Those  that  come  out  the  other  side,  will  move  on  to  the  FSA.  And 
for  those  with  collection  problems  or  difficulty  problems,  we  will 
work  to  zealously  collect  every  penny  that  we  can.  We  have  already 
established  that  committee,  and  they  are  setting  up  shop  as  we 
speak. 

The  loan  levels  though  that  we  are  proposing  for  1995  are  essen- 
tially the  same  as  last  year  with  more  emphasis  on  guaranteed 
loans.  In  addition,  part  of  our  loan  assistance  program  is  targeted 
to  members  of  socially  disadvantaged  groups,  and  we  have  imple- 
mented recent  legislation  to  provide  special  assistance  to  beginning 
farmers. 

CROP  INSURANCE  PROPOSAL 

In  the  area  of  crop  insurance,  which  is  another  priority  of  ours, 
we  are  making  what  we  all  consider  to  be  a  significant  reform  pro- 
posal for  the  crop  insurance  program.  Our  proposal  will  also  great- 
ly effect  how  we  deal  with  future  disasters. 

Last  year,  the  Midwest  flood  was  a  dramatic  example  of  the 
problems  we  face  in  dealing  with  disasters.  Between  July  2nd  and 
the  middle  of  September,  I  personally  made  about  19  trips  into  the 
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affected  areas  in  the  Midwest.  President  Clinton  toured  there  on  at 
least  two  occasions,  and  we  talked  to  farmers  face-to-face  about 
problems,  and  a  continuing  complaint  was  that  they  considered 
that  our  current  crop  insurance  program  is  a  disaster  within  itself. 

If  you  look  across  the  nation,  we  have  very,  very  low  rates  of  par- 
ticipation. The  actuarial  soundness  of  our  present  system  is  sus- 
pect, in  my  opinion.  Our  present  system  discourages  participation 
because  there  is  not  enough  flexibility  built  into  the  system.  The 
premiums  are  very  high  and  the  coverage  is  spotty.  We  don't  have 
catastrophic  coverage  and  we  don't  have  an  allowance  for  pre- 
vented planning. 

You  can  only  recover  claims  for  losses.  You  can't  have  a  crop  lost 
until  you  have  a  crop  planted.  If  you  have  water  on  your  land,  you 
can't  plant  a  crop,  so  even  though  you  paid  premiums  for  years  and 
years,  the  one  time  you  need  the  coverage,  it  is  unavailable. 

And  so  we  have  provided  a  proposal  that  we  can  talk  about 
today,  but  which  we  will  formally  unveil  next  week  to  reform  and 
we  think  greatly  improve  the  present  system. 

The  problem  we  have  from  a  very  practical  and  sober  standpoint, 
Mr.  Chairman,  is  that  in  the  eyes  of  many  farmers,  the  last  disas- 
ter they  experienced  will  be  just  that — the  last  disaster.  We  know 
that  that  is  certainly  not  going  to  be  the  case. 

But  farmers  hope  against  hope  that  there  will  be  no  more  floods. 
They  also  believe  that  if  we  have  a  calamity,  the  Congress  will 
come  to  the  rescue,  at  great  cost  to  the  Federal  Government. 

So  last  July,  we  had  a  roundtable  discussion  with  various  mem- 
bers of  the  Congress,  representatives  of  the  private  insurance  in- 
dustry, and  farm  organizations,  as  well  as,  private  citizens  to  ob- 
tain advice  on  reforming  the  crop  insurance  program. 

I  am  convinced  that  our  proposal  is  achievable  and  fair  to  every- 
one concerned.  This  proposal  builds  on  efforts  already  underway  to 
improve  the  actuarial  soundness  of  the  program.  What  we  need 
now  is  the  legislative  authority  to  ensure  that  farmers  who  partici- 
pate in  the  program  will  benefit  from  it  in  the  time  of  need.  We 
are  certainly  prepared  to  work  with  Congress  to  enact  the  nec- 
essary legislation. 

Our  proposal  calls  for  a  basic  level  of  catastrophic  coverage  that 
would  be  available  to  farmers  at  a  cost  of  only  $50  per  policy.  For 
farmers  with  more  than  one  crop  to  insure,  there  would  be  a  maxi- 
mum cost  of  $100.  Limited  resource  farmers  could  receive  a  waiver 
of  the  fee.  The  basic  level  of  coverage  would  provide  protection 
against  losses  greater  than  50  percent  of  normal  production,  based 
on  the  farmer's  actual  production  history.  We  will  not  use  county 
yields  or  a  regional  average,  but  each  farmer's  own  production  his- 
tory. This  is  something  they  told  us  time  and  again  they  desired 
because  the  ASCS  county  records  are  a  bit  outdated. 

Indemnities  would  be  calculated  using  60  percent  of  the  expected 
market  price. 

Now,  for  comparison  purposes,  if  we  look  at  the  problems  of  com 
in  the  Midwest,  this  level  of  coverage  would  be  about  equal  to  the 
ad  hoc  disaster  assistance  provided  for  1993  crop  losses,  and  about 
double  the  amount  of  disaster  assistance  provided  in  prior  years 
when  a  50  percent  pro  rata  factor  was  in  effect. 
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Farmers  who  participate  in  the  commodity  price  support  pro- 
grams and  farm  credit  programs  would  be  required  to  obtain  basic 
coverage  on  all  of  their  major  crops,  and  based  on  this  requirement, 
we  expect  that  at  least  80  percent  of  all  crop  production  will  be  cov- 
ered at  the  basic  level  in  the  first  year,  adding  to  actuarial  sound- 
ness. 

Farmers,  of  course,  would  continue  to  have  an  opportunity  to  buy 
up,  and  would  be  able  to  obtain  a  higher  level  of  insurance  cov- 
erage up  to  75  percent  of  their  actual  production  history.  This  addi- 
tional coverage  would  also  receive  a  subsidy. 

Our  proposal  also  calls  for  a  dual  delivery  system.  Basic  coverage 
would  be  available  either  through  the  private  insurance  sector,  or 
directly  through  the  new  FSA,  but  the  high  levels  of  coverage 
would  be  available  only  through  the  private  sector,  not  the  govern- 
ment. 

When  the  costs  of  continuing  to  make  disaster  pa5rment  assist- 
ance available  is  taken  into  consideration,  we  think  our  proposal 
would  save  about  $750  million  over  the  next  five  years.  So,  we 
think  that  it's  a  sound  proposal  which  could  be  discussed  today,  but 
we  will  formally  unveil  it  next  week  in  detail. 

INTERNATIONAL  TRADE  AND  EXPORT  PROGRAMS 

In  the  area  of  International  Trade  and  Export  Programs  which 
has  been  an  interest  to  this  committee,  one  of  the  highest  priorities 
that  we  have  established  for  the  Department  is  the  aggressive  pur- 
suit of  overseas  markets  for  our  agricultural  commodities  and  prod- 
ucts. 

During  the  past  year,  we  have  made  tremendous  efforts  to  estab- 
lish the  foundation  for  future  export  expansion.  We've  had  some 
historical  achievement  including  implementation  of  the  North 
American  Free  Trade  Agreement,  and  a  successful  negotiation  of  a 
GATT  multi-lateral  trade  agreement. 

In  order  to  continue  the  aggressive  export  expansion  efforts  we 
have  initiated  during  the  past  year,  we  are  proposing  to  continue 
to  fund  a  number  of  the  most  important  export  programs  at  current 
levels. 

For  example,  the  Commodity  Credit  Corporation — CCC — Export 
Credit  Guarantees,  the  EEP,  the  Export  Enhancement  Program, 
and  the  DEIP,  the  Dairy  Export  Incentive  Program,  will  be  contin- 
ued at  current  levels  hopefully. 

For  a  number  of  other  programs  including  the  PL-480  and  the 
MPP,  the  Market  Promotion  Program,  we  are  proposing  some  re- 
duction, and  funding  for  the  Sunflower  Oil  Assistance  Program — 
SOAP — and  the  Cottonseed  Oil  Assistance  Program — COAP — is 
proposed  for  elimination,  but  some  of  these  activities  could  be  cov- 
ered under  the  EEP  program. 

The  Farm  Service  Agency  would  also  have  jurisdiction  over  the 
commodity  programs,  and  I'm  pleased  to  say  that  our  budget  does 
not  include  any  new  proposals  that  would  affect  the  funding  of  the 
CCC  price  and  income  support  programs  for  farmers. 

RURAL,  ECONOMIC  AND  COMMUNITY  DEVELOPMENT 

In  the  area  of  Rural,  Economic  and  Community  Development, 
which  is  another  top  priority  for  this  Department,  we  believe  that 
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it  is  essential  that  our  rural  communities  be  given  the  opportunity 
to  invest  in  their  future,  and  to  make  basic  improvements  and 
basic  amenities  so  necessary  for  a  safe  and  decent  standard  of  liv- 

There  is  also  the  necessary  addition  of  job  creation  so  vital  to 
rural  America's  future.  Our  budget  calls  for  a  billion  dollar  increase 
in  loans  and  grants  in  this  particular  area.  This  increase  is  consist- 
ent with  the  President's  Rural  Development  Initiative  started  last 
year.  A  portion  of  the  budget  of  several  programs  in  this  area 
would  be  targeted  to  support  the  rural  empowerment  zones,  and 
the  rural  enterprise  community  programs  that  will  soon  be  des- 
ignated. 

There  are  also  some  budget  reductions,  though,  in  this  particular 
area.  Part  of  these  reductions  are  due  to  the  lower  interest  rates 
that  we  are  experiencing.  Lower  interest  rates  translate  into  re- 
duced subsidy  costs  that  must  be  appropriated  to  maintain  pro- 
gram levels. 

Other  reductions,  however,  are  necessary  to  meet  budget  ceilings. 

In  the  rural  utilities  area,  electric  and  telephone  loans  would  be 
made  at  slightly  higher  interest  rates  than  in  1994.  However,  this 
change  should  not  affect  the  ability  of  REA  borrowers  to  qualify  for 
loans,  a  cost  that  must  be  passed  on  to  users  that  we  think  would 
be  no  more  than  a  few  pennies  a  day. 

For  water  and  waste  disposal  programs,  the  1995  budget  in- 
cludes increases  for  both  loans  and  grants  to  help  ensure  safe 
drinking  water  and  sanitary  living  conditions  within  rural  Amer- 
ica. 

The  budget  provides  for  reduction  from  5  percent  to  4.5  percent 
in  the  interest  rate  on  loans  to  communities  with  average  incomes 
and  are  below  the  poverty  level. 

In  the  area  of  rural  housing,  the  1995  budget  provides  loan  and 
grant  assistance  to  support  almost  117,000  units  which  is  a  6,000 
unit  increase  over  1994.  About  30,000  of  these  units  will  be  new 
construction,  creating  jobs  of  course  mainly  in  rural  areas. 

We  are  also  seeking  more  money  to  provide  rental  assistance 
subsidies  for  low  income  occupants  of  these  rental  housing  assist- 
ance projects.  In  the  area  of  rural  business  and  community  devel- 
opment, the  1995  budget  provides  an  increase  of  almost  $900  mil- 
lion in  business  and  industry  loan  guarantees. 

This  program  provides  rural  business  and  industry  opportunities 
to  create  jobs  and  to  save,  and  to  create  new  ones. 

FOOD  NUTRITION  AND  CONSUMER  SERVICES 

In  the  area  of  Food  Nutrition  and  Consumer  Services,  in  the  food 
and  nutrition  area,  our  budget  emphasizes  the  crucial  role  of  the 
USDA  in  providing  food  assistance.  Among  the  programs  are,  of 
course,  the  WIG  program.  Thus,  a  major  proposal  in  the  budget  is 
to  provide  for  an  increase  of  about  $350  million  for  the  WIC  pro- 
gram, to  move  it  on  the  road  to  full  funding. 

This  increase  will  provide  for  an  additional  700,000  participants 
who  are  at  nutritional  risk.  This  request  takes  the  next  step  to- 
wards full  funding  of  this  program  by  the  end  of  1996. 

For  our  largest  food  program,  the  Food  Stamp  program,  we  are 
requesting  full  funding  to  cover  projected  changes  in  costs  and  par- 
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ticipation,  as  well  as  implementation  of  the  Micky  Leland  Assist- 
ance Act. 

Additional  emphasis  and  resources  will  be  placed  on  error  reduc- 
tion in  the  Food  Stamp  program  and  on  the  EBT,  the  Electronic 
Benefit  Transfer  program. 

The  child  nutrition  programs  also  will  be  fully  funded  and  will 
cover  increases  in  child  care  food  assistance,  including  support  for 
the  steady  growth  of  Head  Start.  A  top  priority  is  improving  the 
nutritional  quality  of  the  meals  served  by  these  programs. 

Funding  for  the  other  discretionary  food  assistance  programs 
such  as  the  Emergency  Food  Assistance  Program,  the  Commodity 
Supplemental  program,  and  the  food  donation  programs  for  se- 
lected groups  had  to  be  reduced  from  1994  levels  due  to  the  discre- 
tionary budget  constraints. 

NATURAL  RESOURCES  AND  THE  ENVIRONMENT 

In  the  area  of  Natural  Resources  and  the  Environment — I'll 
touch  on  this  very  quickly — the  budget  in  this  area  reflects  our 
commitment  to  restructuring  the  Department  while  continuing  to 
emphasize  our  leadership  role  in  supporting  the  Administration's 
environmental  initiatives. 

This  past  year  was  certainly  a  difficult  one  for  Midwest  farmers, 
as  well  as,  for  California  residents  and  drought-stricken  farmers  in 
the  South.  The  budget  request,  together  with  the  recently  enacted 
supplemental,  will  ensure  that  adequate  assistance  continues 
unabated,  and  that  additional  funding  is  provided  for  easements, 
levee  repair,  and  farm  land  restoration. 

The  1995  budget  supports  the  Administration's  policy  to  protect 
and  restore  wetlands.  We  are  requesting  funds  to  enroll  an  addi- 
tional 300,000  acres  of  wetlands  into  the  Wetlands  Reserve  Pro- 
gram, and  money  for  new  wetland  determinations. 

If  I  could  stop  and  tell  you,  Mr.  Chairman,  I'm  particularly  ex- 
cited in  this  area.  In  my  many  trips  into  the  Midwest,  it  became 
clear  to  me  that  we  just  had  an  incredible  disaster,  and  much  of 
that  land  which  suffered  from  flooding,  and  now  suffers  from  five 
and  six  feet  of  silt  and  sand  can  never  be  brought  back  into  produc- 
tion. 

Also  regrettably,  it's  going  to  be  very  difficult  to  secure  the 
money  to  rebuild  and  restore  levee  protection  because  many  of 
those  levees  have  been  destroyed. 

We  are  doing  as  much  as  we  can,  but  we  have  brought  some  in- 
novative thinking  to  the  forefront.  For  example,  based  on  the 
premise  of  willing  seller  and  willing  buyer,  we  have  asked  farmers 
to  consider  enrolling  their  land  in  a  new  Wetlands  Reserve  Pro- 
gram carried  out  by  the  Soil  Conservation  Service,  and  in  associa- 
tion with  various  conservation  groups. 

The  USDA  Soil  Conservation  Service  and  many  environmental 
and  conservation  groups  have  banded  together  and  hired  land  as- 
sessors in  Southeastern  Iowa.  We  have  enrolled  about  3,000  acres 
in  the  new  wetlands  program  based  on  the  assessed  cost  of  $1,000 
per  acre.  The  Soil  Conservation  Service  provided  about  $600  of 
that,  and  the  conservation  groups  supplementally  kicked  in  the 
rest.  We  purchased  that  land  from  those  farmers  and  we  turned  it 
into  a  wetlands  reserve. 
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These  are  the  kinds  of  innovative  approaches  we  think  that  will 
do  us  well  as  we  move  towards  the  complete  restoration  in  that 
particular  area. 

We've  also  had  to  make  some  tough  funding  decisions  in  the  con- 
servation area  with  regard  to  discretionary  programs.  Funds  re- 
quested in  1995  for  the  watershed  program  will  be  used  to  com- 
plete and  orderly  phase-out  of  ongoing  construction  work.  Also 
funding  for  some  of  the  conservation  cost  share  programs  had  to  be 
reduced. 

MARKETING  AND  INSPECTION  SERVICE 

In  the  area  of  Marketing  and  Inspection  Services,  when  I  testi- 
fied last  year,  we  were  in  the  midst  of  a  major  outbreak  of  food- 
borne  illnesses  attributed  to  the  contamination  of  ground  beef  with 
a  deadly  E.  coli  pathogen.  This  outbreak  demonstrates  the  need  to 
overhaul  the  meat  inspection  system,  as  well  as,  improve  agricul- 
tural production  practices,  food  processing  and  consumer  handling 
to  ensure  the  safety  of  food  products  under  our  jurisdiction. 

With  your  help,  we  have  been  able  to  take  the  first  major  steps 
in  making  necessary  improvements.  These  steps  include  adding 
200  more  inspectors,  implementing  the  pathogen  reduction  pro- 
gram, and  most  recently,  conducting  unannounced  plant  reviews 
throughout  the  nation. 

Progress  is  being  made,  Mr.  Chairman,  but  more  remains  to  be 
done  to  ensure  Americans  continue  to  have  the  safest  food  supply 
in  the  world.  Therefore,  our  1995  budget  request  includes  addi- 
tional funding  to  expand  our  multi-agency  effort  for  controlling 
pathogens.  This  includes  implementing  a  trace-back  system  for  de- 
termining sources  of  micro-biological  contamination  at  the  farm 
level,  and  developing  a  risk-based  inspection  system. 

The  budget  also  includes  funds  to  hire  an  additional  200  inspec- 
tors. Also  in  the  marketing  and  inspection  area,  we  are  proposing 
legislation  to  recover  an  additional  $121  million  of  user  fees  in  pro- 
viding inspection  services  beyond  a  primary  approved  shift  for 
meat,  poultry  and  egg  products,  and  developing  commodity  stand- 
ards, and  for  costs  of  administering  the  Packers  and  Stockyards 
Act. 

RESEARCH,  EDUCATION,  AND  ECONOMICS 

The  last  area  that  I  would  like  to  discuss  is  the  issue  of  Re- 
search, Education,  and  Economics.  Agriculture  research  and  edu- 
cation programs  are  critical  to  carrying  out  of  our  mission. 

The  development  and  demonstration  of  new  technology  is  essen- 
tial to  finding  ways  to  reduce  the  impact  of  agriculture  on  the  envi- 
ronment, maintain  an  internationally  competitive  agricultural  set- 
ting, and  improve  the  safety  of  meat  and  poultry. 

Agriculture  research  will  be  crucial  in  our  success  to  pathogen 
reduction.  With  a  combination  of  new  funds  and  a  redirection  of  ex- 
isting funds,  we  plan  to  focus  increased  research  activity  on  devel- 
opment of  improved  practices  for  animal  production,  slaughter  and 
processing  that  will  minimize  contamination  from  harmful  patho- 
gens. 
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Additional  resources  will  be  directed  to  developing  alternative 
pest  control  methods  in  support  of  an  administration  initiative  to 
reduce  the  risk  from  pesticide  use. 

U.S.D.A.  scientists  and  our  partners  in  research  and  extension  at 
land  grant  institutions  around  the  country  will  develop  and  dem- 
onstrate integrated  pest  management  systems  that  can  be  applied 
over  a  large  area. 

Funds  are  also  proposed  to  improve  our  data  and  analysis  on 
pesticide  use  and  on  food  intake,  particularly  for  children. 

We  also  are  proposing  new  funding,  and  the  redirection  of  exist- 
ing funds  to  develop  alternatives  to  methyl  bromide.  Our  research 
proposal  includes  increased  funding  for  the  National  Research  Ini- 
tiative— NRI — competitive  grants  program  to  support  work  on 
pathogen  reduction  and  other  important  topics. 

MANAGEMENT  INITIATIVES 

And  finally,  the  budget  includes  two  management  initiatives  that 
deserve  this  committee's  consideration.  First,  the  budget  includes 
$90  million  in  funding  for  the  department's  Info-share  project. 

This  is  a  large-scale,  multi-agency  partnership  designed  to  im- 
prove customer  service  of  the  farm  service,  rural  development,  and 
natural  resource  agencies  within  the  USDA. 

Info-share  will  enable  the  Department  to  reduce  the  reporting 
burden  on  clients  using  our  programs,  integrate  information  sys- 
tems, establish  information  networks,  and  apply  common  standards 
in  the  administration  of  the  county-based  programs. 

The  centralized  funding  request  for  Info-share  reflects  a  decrease 
of  more  than  50  percent  from  previous  agency  estimates  for  sepa- 
rate system  purchases  over  the  long-term.  The  Info-share  program 
is  an  integral  part  of  our  plan  to  establish  the  single  Farm  Service 
Agency,  the  FSA,  and  create  one-stop  field  office  service  centers. 

Without  it,  Mr.  Chairman,  it  will  not  be  possible  to  create  a  fully- 
integrated  operation  to  serve  farmers. 

NEW  STRATEGIC  SPACE  PLAN 

The  other  initiative  is  a  request  to  fund  a  new  strategic  space 
plan  to  provide  more  economical  and  efficient  office  space  for  USDA 
in  Washington  based  on  projected  reductions  in  the  USDA's,  Wash- 
ington headquarters  staff. 

Currently  USDA  houses  employees  in  our  four  buildings  in  the 
Washington  headquarters  complex,  and  in  leased  office  space  in  17 
buildings  throughout  the  D.C.  metropolitan  area. 

This  plan  includes  modernizing  the  South  Building  over  a  period 
of  eight  years,  and  building  an  office  facility  over  two  years  on  land 
in  Beltsville,  Maryland  owned  by  the  USDA.  It  will  eliminate  the 
need  for  leased  space  in  the  Washington  area. 

Now,  when  the  plan  is  completed  by  2003,  USDA  will  begin  sav- 
ing about  $80  million  annually. 

That  concludes  my  statement.  However,  I  do  have  a  brief  adden- 
dum. I  asked  my  staff  to  prepare  for  the  committee  reductions  that 
would  be  of  interest  to  the  Reader's  Digest. 

[Laughter.] 
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SILLY  SPENDING  ITEMS 

Secretary  Espy  [continuing].  These  are  reductions  that  were  of 
interest  to  this  committee  and  this  chairman  since  I  appeared  here 
last  time,  Mr.  Chairman. 

This  is  just  a  brief  Hst  of  some  things  we've  done  to  eliminate 
what  I  call  silly  spending  at  the  USDA.  Some  of  these  things  have 
been  done.  We  have  done  some  of  these  things  on  our  own,  and  of 
course,  some  of  these  things  have  been  done  under  the  guidance  of 
this  committee  and  the  Congress. 

The  first  thing  I  did  after  taking  office  was  to  implement  a  hiring 
freeze  in  the  Department,  and  we  had  only  very  limited  exceptions, 
particularly  for  the  detail  of  employees  into  the  Midwest  to  take 
care  of  the  flood  problems. 

As  a  result  of  that  action,  Mr.  Chairman,  our  employment  levels 
in  1993  were  about  2,700  staff-years  below  the  1992  level,  rep- 
resenting a  savings  to  taxpayers  of  over  $140  million.  These  sav- 
ings have  already  been  achieved. 

Secondly,  we  took  a  hard  look  at  the  system  we  use  to  reward 
our  employees,  and  we  have  already  saved  $6.7  million  by  reform- 
ing our  cash  award  system,  and  reducing  the  cost  of  our  award 
ceremonies. 

We  had  one  award  ceremony  this  year,  not  43  separate  cere- 
monies. We  saved  money.  Even  though  we  have  had  some  hard 
feelings,  I  thought  it  was  necessary. 

Thirdly,  we  began  a  review  of  our  Department's  motor  vehicle 
fleet,  and  we  are  finding  ways  to  reduce  the  cost  of  that  fleet,  and 
our  initial  savings  are  already  $27,000  a  year. 

We  will  save  $389,000  in  1994  by  streamlining  our  telephone  and 
computer  network  at  USDA  headquarters.  I  had  someone  do  a  sur- 
vey of  unused  telephone  jacks  in  our  building  complex. 

We  have  active  hot  telephone  jacks  with  no  desk  and  no  phones, 
but  we  are  paying  for  these  jacks.  So  we  decided  not  to  do  that  any- 
more— saving  $389,000  just  by  that  review  alone. 

Consistent  with  the  action  of  this  committee,  we  are  not  publish- 
ing the  Yearbook  of  Agriculture  anymore. 

This  action  will  save  $500,000  per  year  starting  in  1994,  and 
we've  also  asked  our  Director  of  Public  Affairs  to  conduct  a  review 
of  all  unnecessary  and  duplicative  USDA  publications. 

I  have  that  report  now  on  my  desk,  and  I'm  reviewing  it.  We  will 
have  additional  savings  recommendations  in  this  area  in  the  near 
future. 

We've  implemented  guidance  provided  by  this  committee  to  re- 
duce the  commissions  we  pay  to  insurance  companies  for  the  deliv- 
ery of  the  crop  insurance  program  to  31  percent.  This  action  will 
save  $30  million  in  1994  compared  to  what  those  commissions 
would  have  cost  at  the  previous  rate  of  34.5  percent. 

Consistent  with  our  own  reorganization  proposal: 

We  have  already  merged  the  Office  of  International  Cooperation 
and  Development  into  the  Foreign  Agricultural  Service,  and  the 
Agricultural  Cooperative  Service  into  our  rural  development  area, 
thus  eliminating  separate  organizational  structures  for  two  of  the 
smallest  agencies  within  the  Department. 
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Also,  consistent  with  the  most  recent  guidance  that  we  have  re- 
ceived from  this  committee,  we  have  found  "the  fugitive."  [Laugh- 
ter.] 

Secretary  Espy.  We  are  transferring  the  functions  of  the  HNIS, 
the  Human  Nutrition  Information  Service,  to  the  Agricultural  Re- 
search Service. 

Consistent  with  our  own  budget  proposal  and  the  action  of  this 
committee,  we  are  instituting  user  fees  for  the  standardization  ac- 
tivities of  the  Agriculture  Market  Service. 

In  the  Reader's  Digest  of  last  year,  we  recall  reading  about 
ketchup,  pickle  graders,  and  ketchup  flow  rate. 

Mr.  Skeen.  Ketchup. 

Secretary  Espy.  Yes,  sir.  As  a  result  of  our  joint  action,  private 
industries  who  want  this  service  in  the  future,  can  have  it  if  they 
pay  for  it.  This  action  will  save  the  taxpayers  $4  million  on  an  an- 
nual basis. 

Also,  consistent  with  the  guidance  of  this  committee,  we  are  tak- 
ing action  to  close  the  regional  office  of  the  RDA,  the  Rural  Devel- 
opment Administration.  The  regional  structure  of  RDA  would  cost, 
at  least,  $12  million  on  an  annual  basis  if  it  were  to  be  continued. 

Our  own  reorganization  proposal  emphasizes  moving  decision- 
making closer  to  the  local  area.  Elimination  of  the  regional  offices 
is  consistent  with  where  we  are  headed  within  our  own  reorganiza- 
tion. 

So  considered  individually,  these  are  small  steps,  but  who  was  it 
that  said,  you  know,  small  steps  eventually  get  you  where  you 
want  to  go.  They  are  the  beginning  of  a  process  by  which  we  are 
reinventing  the  United  States  Department  of  Agriculture  and  sav- 
ing over  $2.5  billion  by  fiscal  year  1998. 

We  need  to  work  together,  Mr.  Chairman,  in  order  to  achieve 
that  objective.  Thank  you  very  much. 

[Clerk's  Note. — The  Secretar^s  prepared  statement  appears  on 
pages  743  through  776.] 

Mr.  DuRBiN.  Thank  you,  Mr.  Secretary.  Let  me  say  at  the  outset 
to  my  colleagues  on  the  subcommittee  that  we're  going  to  try  some- 
thing a  little  different  this  morning.  To  start,  Mr.  Skeen  and  I  will 
make  brief  opening  remarks  of  just  a  few  minutes. 

Mr.  Skeen.  That  will  be  refreshing. 

Mr.  DURBIN.  That  will  be  refreshing,  and  a  breakthrough, 
reinventing  the  subcommittee.  [Laughter.] 

KEY  ISSUES 

Mr.  DURBIN.  And  then  what  I'd  like  to  do  is  to  address  four  is- 
sues that  I  think  are  on  the  minds  of  everyone  on  the  subcommit- 
tee, and  open  it  to  every  member  of  the  subcommittee  to  partici- 
pate so  we  can  have  a  discussion  of  each  of  these  issues.  After  that 
is  done  we  will  then  turn  to  each  individual  member  if  they  have 
individual  concerns  or  issues  that  aren't  covered. 

The  four  issues  that  I'd  like  to  touch  on  are  the  Farmers  Home 
Administration  loan  portfolio  which  the  Secretary  has  already  ad- 
dressed; the  issue  of  food  safety;  crop  insurance;  and  a  fourth  issue 
of  departmental  reorganization. 

Let  me  just  say  in  my  brief  opening  remarks,  and  I'm  going  to 
take  two  minutes  to  say  this,  I  think  we've  made  some  progress. 
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I'm  very  proud  of  the  work  of  this  subcommittee  and  the  coopera- 
tion we've  had  from  your  agency.  We  have  a  lot  more  to  do  this 
year  with  this  budget  to  meet  our  responsibihty  not  only  to  the 
farmers  and  ranchers  and  consumers  of  America,  but  also  to  the 
taxpayers,  and  I'm  sure  we  can  continue  to  work  together. 

But  I  would  also  make  this  plea,  if  I  can.  One  of  the  most  impor- 
tant things  we  will  do  this  year  is  to  prepare  for  the  preparation 
of  the  next  Farm  Bill. 

Secretary  EsPY.  Yes. 

Mr.  DURBIN.  I  am  hoping,  Mr.  Secretary,  that  as  we  come  to  this 
undertaking  as  a  new  generation  on  Capitol  Hill  and  in  Washing- 
ton, that  we  will  take  a  fresh  look  at  some  of  the  farm  programs 
that  have  been  around  for  decades,  and  ask  very  serious  and  point- 
ed questions  as  to  whether  or  not  some  of  these  programs  should 
be  tabled  or  dramatically  changed. 

You  and  I  know  from  our  service  in  the  House  of  Representatives 
how  Congress  moves  incrementally  and  makes  small  changes  on 
the  edges,  and  applauds  its  performance. 

Secretary  EsPY.  Yes. 

Mr.  DURBIN.  I  hope  we  can  do  a  much  different  job  when  it 
comes  to  the  next  Farm  Bill.  I  hope  we  can  really  clear  the  tables 
and  ask  the  farmers  of  America  and  the  consumers  of  America 
what  the  Federal  Government  should  do,  what  are  the  most  impor- 
tant things,  and  to  really  do  away  with  a  lot  of  programs  that  have 
just  been  in  place  primarily  because  that's  the  way  it's  always 
been. 

Secretary  Espy.  Yes. 

Mr.  DURBIN.  I  think  now  is  the  time  to  take  a  fresh  look  at  it. 
Keith  Collins,  your  economist  came  in  yesterday  and  gave  us  some 
indications  of  how  the  world  is  changing  for  agriculture  with  global 
competition,  how  technology  is  changing  production  in  America, 
and  how  we  should  get  into  the  21st  century  thinking  with  the  next 
Farm  Bill. 

So  we're  going  to  work  with  the  Ag  Committee  and  with  you. 

Let  me  defer  to  my  colleague,  Mr.  Skeen,  and  then  we  will  open 
it  up  to  these  four  issues. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman,  and  Mr.  Secretary,  it's  a 
real  pleasure  to  have  you  here  again,  and  I  want  to  commend  you 
on  all  of  the  things  that  you  have  done,  and  the  accomplishments 
that  you've  made. 

I  look  on  you  as  the  number  one  farmer  in  the  United  States, 
whether  you  like  that  title  or  not,  but  I  think  that  you've  dem- 
onstrated that  as  most  farmers  are,  you  are  very  efficient.  You 
place  a  lot  of  importance  on  that  aspect  of  doing  your  job,  and  agri- 
culture I  think  is  one  of  the  most  important  areas  of  discussion 
that  we  have  because  we  practice  it  better  than  anyone  else  any- 
where in  the  world. 

I'd  like  to  go  over  some  of  these  areas  that  the  Chairman  has 
talked  about,  including  a  little  budget  overview  about  mandatory 
programs,  and  are  there  any  possibilities  of  change? 

In  your  opening  remarks  you  talked  about  reorganization,  and 
we'd  like  to  talk  about  the  field  office  closings,  the  delinquent 
loans,  and  the  crop  insurance,  and  also  the  international  trade, 
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user  fees  and  Rural  Development  offices  and  maybe  one  or  two 
other  little  topics. 

So  as  they  said  to  Mrs.  Lincoln,  other  than  that,  how  did  you 
enjoy  the  play?  You've  got  an  awful  lot  of  tough  decisions  to  make. 

Secretary  EsPY.  Yes,  I  do. 

Mr.  Skeen.  And  you've  done  a  real  good  job.  Farming  is  not  an 
easy  business,  and  I  enjoy  debating  my  more  urbane  colleagues  or 
associates  in  business  that  say  they  don't  know  why  farmers  can't 
operate  like  any  other  business.  Well,  it  is  a  little  different  than 
just  any  other  business  because  there  are  so  many  uncontrollable 
factors. 

Secretary  EsPY.  Absolutely. 

Mr.  Skeen.  And  we've  got  so  many  programs  in  this  bill,  that  I 
think  have  enhanced  the  quality  of  the  kind  of  agricultural  output 
that  we  have  because  we've  got  2.2  or  just  a  little  over  two  percent 
of  our  whole  population  is  supplying  the  food  and  fiber  for  this 
country,  and  doing  a  dad  gum  good  job  of  exactly  that.  We  have  the 
highest  quality  food  at  the  cheapest  price. 

So  thank  you  once  again,  Mr.  Secretary.  I  think  you're  doing  a 
good  job,  and  Mr.  Chairman. 

FARMERS  HOME  ADMINISTRATION  LOAN  PORTFOLIO 

Mr.  DURBIN.  Thanks,  Mr.  Skeen.  Let's  kick  it  off  first  on  the 
Farmers  Home  Administration  loan  portfolio.  Let  me  say  at  the 
outset  that  many  of  the  things,  many  of  the  problems  that  you  face 
today  were  created  by  previous  Administrations  and  previous  Con- 
gresses. 

I  don't  know  that  anyone  here  was  involved  in  some  of  these  de- 
cisions, but  we  are  faced  with  the  responsibility  of  dealing  with 
them.  I  also  want  to  add  that  the  Farmers  Home  Administration 
provides  credit  to  many  farmers,  many  ranchers,  and  many  in  agri- 
cultural businesses  that  is  absolutely  essential. 

I  don't  want  to  disparage  this  agency  and  the  fine  work  it  does, 
but  clearly  we  have  a  very,  very  serious  problem  here,  with  a  port- 
folio of  $11.5  billion  of  uncollected  loans  accumulated  over  the  past 
decade. 

The  thing  that  troubles  many  of  us  I  think,  including  you,  I'm 
sure,  is  the  fact  that  many  of  the  borrowers  from  the  Farmers 
Home  Administrations  are  extremely  wealthy  individuals  who 
found  a  way,  through  the  laws  that  were  written,  to  game  the  sys- 
tem, to  borrow  extraordinarily  large  sums  of  money,  and  to  protect 
their  personal  assets  from  ever  being  involved  in  that  loan. 

And  as  a  consequence,  we  are  told  that  some  40  percent  of  the 
delinquent  loans  are  owed  by  fewer  than  1,000  borrowers.  Each 
owes  a  million  dollars  or  more.  Some  of  the  news  programs  that 
have  come  on,  and  most  of  them  have  been  focusing  on  Califor- 
nians,  have  dealt  with  an  individual  who  owes  the  government 
$3V2  million.  He's  a  dentist  in  Lampote,  California. 

There  is  another  individual  who  has  owed  Uncle  Sam  $1.2  mil- 
lion for  almost  ten  years.  He  is  a  collector  of  airplanes,  some  of 
which  are  worth  more  than  a  million  dollars.  This  type  of  thing 
goes  on  and  on  and  on. 

Now,  Mrs.  DeLauro  has  raised  this  point  with  me  and  we  have 
written  you  a  letter  on  the  subject,  and  I  am  going  to  yield  to  her 
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when  I  finish  my  opening  remarks.  The  thing  that  concerned  many 
people  was  the  Washington  Post  story  that  suggested  that  the  De- 
partment of  Agriculture,  at  your  direction,  suspended  the  fore- 
closure proceedings  against  these  individuals  at  some  point  last 
year. 

SUSPENSION  OF  FORECLOSURE  PROCEEDINGS 

Could  you  clarify  what  that  decision  was,  and  what  you're  cur- 
rently doing  to  try  to  collect  this  money  and  make  these  people 
pay? 

Secretary  EsPY.  Yes,  sir,  I'd  be  glad  to.  I  read  that  story  includ- 
ing the  information  about  the  individual  borrowers  they  selected  to 
expose.  I  have  no  disagreement  trouble  with  the  factual  situation 
there. 

I  was  appalled  at  what  I  read,  and  I  was  also  appalled  with  the 
rather  lethargic  effort  on  our  part  over  the  last  few  years  to  zeal- 
ously collect  what  is  owed  by  these  borrowers. 

Again,  I  don't  want  to  disparage  the  Farmers  Home  Administra- 
tion, but  we  do  have  problems  in  Farmers  Home.  I  say  to  this  com- 
mittee that  not  just  because  of  this  problem,  but  based  on  our  reor- 
ganization plan,  we  propose  to  eliminate  the  Farmers  Home  Ad- 
ministration, and  to  transfer  the  function  for  supervised  credit  of 
farm  loans  to  the  FSA. 

Inherent  in  doing  that,  Mr.  Chairman,  a  lot  of  the  Farmers 
Home  county  committees  that  serve  as  the  eligibility  declarers  for 
many  of  these  farm  borrowers  will  also  be  eliminated. 

We  propose  a  five-person  committee  for  the  FSA,  but  we  will  no 
longer  have  these  Farmers  Home  committees. 

The  article  in  the  Washington  Post  made  mention  of  my  attempt 
to  suspend  farm  foreclosures.  I  think  it  left  a  misimpression, 
though,  that  I  would  like  to  clear  up  at  this  time. 

I  did  suspend  farm  foreclosures  last  year,  about  March  1993,  but 
I  did  it  for  two  reasons.  One  is  that  in  my  history  in  this  Congress, 
in  my  service  on  the  Agriculture  Committee,  and  in  my  service  as 
a  member  sensitive  to  his  farm  constituents,  I  had  the  impression 
that  the  Farmers  Home  Administration  was  less  than  sensitive  to 
needy  farm  borrowers,  that  it  had  an  inequitable  approach  to  fore- 
closure. 

It  seemed  to  me  that  those  farmers,  through  no  fault  of  their 
own,  either  based  on  weather  problems  or  disaster  difficulties,  were 
treated  more  harshly  than  those  that  had  larger  assets,  and  I 
wanted  to  see  if  this  were  true. 

So  I  suspended  the  foreclosures,  for  two  reasons.  First  I  wanted 
to  be  more  farmer-friendly  and  to  be  very  honest  with  you,  I  want- 
ed to  allow  these  farmers  the  opportunity  of  a  final  review. 

What  I  had  been  hearing  time  and  again  is  that  they  were  not 
being  treated  fairly  by  the  local  Farmers  Home  office  and  I  wanted 
to  know  whether  that  was  true.  So,  we  suspended  the  foreclosure 
process  and  we  asked  all  of  those  who  wanted  the  benefit  of  a  final 
review,  to  do  so,  and  we  have  done  that. 

Secondly,  and  to  be  very  honest  with  you,  in  the  first  two  or 
three  months  after  I  took  office,  I  began  to  look  at  the  problem  of 
collecting  what  is  due  and  owed  the  Farmers  Home  Administration. 
We  had  problems  complying  with  our  own  procedures.  We  had 


601 

problems  compljdng  with  our  own  due  process  requirements.  We 
really  did. 

So,  I  wanted  to  stop  it  in  order  to  review  our  own  due  process 
procedures.  Based  on  our  review,  we  had  an  error  rate,  an  office 
and  institution  error  rate  of  35  percent.  Out  of  every  100  cases,  35 
were  cases  in  which  we  had  not  complied  with  our  own  regulations. 

So  it  wasn't  the  borrowers'  fault. 

I  wanted  to  suspend  everything,  just  sort  of  freeze  everything 
until  we  got  our  own  house  in  order.  We  now  have  a  report.  It's 
very  detailed.  It's  public,  and  anyone  can  read  it.  Because  of  that 
report,  I've  now  lifted  these  suspensions  and  we  have  begun  to 
zealously  collect  on  these  loans. 

I  will  repeat  what  I  said  in  my  statement.  In  our  transition  from 
Farmers  Home  to  FSA  and  the  rural  development  agencies  which 
will  have  authority  over  Farmers'  Home  housing  community  and 
business  loans  we  know  we  have  some  bad  loans  that  we  need  to 
take  care  of.  We  hope  that  the  successor  agencies,  the  FSA  and  the 
rural  development  agencies,  will  not  inherit  any  of  these  difficult 
loans. 

I  have  created  what  I  call  an  ad  hoc  "purgatory  committee".  In 
order  to  go  to  heaven  or  hell,  you  first  have  to  go  to  purgatory.  Hell 
is  zealous  collection,  Heaven  is  loan  servicing  by  the  successor 
agencies. 

In  the  so  called  purgatory  committee,  we  have  the  review  angels 
of  the  Farmers  Home,  the  ASCS,  the  IRS,  the  Justice  Department, 
our  CFO,  all  looking  at  each  loan  on  an  individual  basis  to  see 
whether  we  can  work  with  the  borrower  and  make  the  loan  cash 
flow.  In  that  case,  the  loan  passes  through  purgatory  and  goes  to 
the  successor  agency. 

If  not,  then  we  unleash  the  IRS  and  the  Justice  Department  to 
collect  on  a  personal  basis. 

I  have  asked  my  own  chief  of  staff,  Mr.  Ron  Blackley  who  I  be- 
lieve has  an  intimate  knowledge  of  rules  and  regulations  in  the 
Farmers  Home  area,  to  head  the  effort  for  two  years.  I  have  given 
him  leave,  from  being  Chief  of  Staff  to  head  this  effort. 

I  will  say  to  you,  Mr.  Chairman,  as  I  look  at  the  states,  Mis- 
sissippi, my  own  state,  has  the  second  largest  leading  category  of 
delinquent  loans.  So  you  know,  I'm  taking  a  very  personal  interest 
in  this.  We  think  that  we  are  on  top  of  it  and  we  are  moving  in 
the  right  direction. 

It  is  just  awful  if  what  I  read  is  true.  It  has  been  reported  that 
we  have  farmers  in  California,  particularly  Southern  California 
with  substantial  assets  that  cannot  be  attached — ^vintage  airplanes, 
and  golf  courses  and  such — and  to  me,  it  is  just  abhorrent  to  be- 
lieve that  they  would  owe  the  Federal  Government  millions  of  dol- 
lars, and  we  can't  collect. 

Mr.  DuRBiN.  I've  seen  some  of  these  programs  and  have  read  the 
articles  about  these  folks.  I  hope  that  some  of  these  people  who  so 
brazenly  suggest  that  the  Federal  Cjovemment  owes  them  these 
millions  of  dollars,  and  that  they  shouldn't  have  any  kind  of  re- 
sponsibility to  pay  it  off,  I  hope  after  the  purgatory  committee  has 
done  its  work,  that  they  head  to  the  warmer  climes.  [Laughter.] 

Mr.  DURBIN.  Let  me  defer  at  this  point  to  Ms.  DeLauro,  who  has 
been  looking  at  this  same  issue. 
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Ms.  DeLauro.  Thank  you  very  much,  Mr.  Chairman.  I  appre- 
ciate this  opportunity  to  talk  with  you,  Mr.  Secretary,  first  of  all 
to  welcome  you  here.  It  has  been  a  challenging  year.  I  reiterate 
what  both  the  Chairman  and  our  ranking  minority  member  have 
said,  that  you  have  risen  to  the  challenge,  that  you  have  really 
tried  to  make  some  differences  in  an  agency  that  has  been  beset 
with  difficulties,  and  I  applaud  you  for  that. 

Secretary  EsPY.  Thank  you. 

FMHA  DELINQUENT  LOANS 

Ms.  DeLauro.  I  want  to  pursue  some  questioning  with  regard  to 
the  Farmers  Home  Administration.  You've  addressed  one  or  two  of 
the  issues,  but  just  to  put  this  into  perspective,  approximately 
$11.5  billion  that  has  potentially  been  lost  in  uncollected  loans  that 
have  been  written  off,  and  there  is  an  additional  $5  billion  in 
deliquent  loans,  or  a  total  of  $16.5  billion. 

Compare  that  to  the  request  for  discretionary  funding  for 
USD  A— around  $13.9  billion.  That's  $2.5  billion  more  in  uncol- 
lected loans  or  loans  in  default  than  the  request  that  you  have 
made  in  all  the  discretionary  funding — that  is  Food  Stamps,  WIC, 
and  all  other  farm  programs. 

So  we  are  looking  at  a  substantial  amount  of  money.  I  too  have 
read  the  articles.  I  watched  the  Nightline  program  on  February 
14th,  and  I  tell  you,  my  blood  was  boiling  when  I  listened  to  the 
lawyer  for  the  farmers,  Karen  Russo,  who  said  "I  think  the  farmers 
are  entitled  to  tell  the  FmHA  to  go  to  Hell." 

And  it  was  infuriating  also  to  listen  to  the  borrowers  themselves 
express  so  little  remorse,  or  so  little  intention  to  pay  back  these 
loans. 

My  first  question  to  you  is,  just  for  the  record,  are  we  going  to 
collect  $11.5  billion,  or  how  much  of  it  are  we  going  to  collect,  and 
how  much  of  the  additional  $5  billion  can  we  hope  to  collect? 

Secretary  EsPY.  That's  a  difficult  question  for  me  to  answer.  I 
will  say  to  you,  though,  that  we  have  a  zealous  attitude.  We  have 
an  attitude  of  little  tolerance  when  it  comes  to  cases  such  as  the 
one  you  recited. 

We  will  collect  ever3^hing  possible.  We  will  attach  all  assets  and 
all  collateral  possible.  Obviously  each  loan  must  be  considered  on 
an  individual  basis,  and  that's  why  we  have  the  so-called  purgatory 
committee  with  the  responsibility  to  look  at  each  and  every  loan. 
With  participation  by  the  Internal  Revenue  Service  and  the  Justice 
Department,  and  with  oversight  by  the  GAO,  we  will  look  at  every 
loan  and  every  asset  to  attach. 

My  blood  boiled  as  well.  However,  it  is  important  to  note,  as  the 
Chairman  did  earlier,  that  these  types  of  things  can  no  longer  hap- 
pen. I  mean,  the  caps  have  now  been  put  on.  The  Farmers  Home 
now  has  about  140,000  farm  borrowers  with  direct  loans,  and  only 
about  18,800  of  these  borrowers,  or  about  14.6  percent  of  the  total, 
are  delinquent? 

I  will  just  repeat  that,  of  140,000  farm  borrowers  with  direct 
loans,  about  14  percent  are  delinquent.  That's  a  small  delinquency, 
but  you  have  huge  amounts  owed,  and  these  are  the  folks  that 
we're  going  after. 


603 

This  purgatory  committee  will  consider  delinquencies  of  every 
amount,  even  if  it's  $100.  But  we  would  expect  those  kinds  of  loans 
to  pass  through.  Those  loans  of  a  million  dollars  and  above  will  be 
targeted  for  zealous,  very  personal  collection. 

Ms.  DeLauro.  I  believe  you,  Mr.  Secretary.  I  want  to  call  your 
attention,  and  you  probably  have  read  it,  to  a  February  10th,  1994 
article  in  the  Washington  Post  that  talks  about — I  mean,  we  can 
go  back  to  the  1980's  and  take  a  look  at  what  happened — the  fact 
that  over  the  past  three  years,  the  Farmers  Home  Administration 
approved  $205  million  in  new  loans  to  borrowers  who  were  either 
in  default  or  had  failed  to  pay  on  earlier  loans. 

I  won't  go  through  the  whole  thing.  It  talks  about  $55  million  in 
loans  to  people  who  had  already  defaulted  on  loans. 

Secretary  Espy.  Yes. 

Ms.  DeLauro.  I  believe  you  sincerely  want  to  get  at  this,  and  I 
mean,  I'm  not  excluding  Congress  and  the  part  it  has  played  at  all. 

Secretary  Espy.  Yes. 

Ms.  DeLauro.  And  I  think  we  need  to  sort  out  what  are  some 
of  the  legislative  initiatives  that  we  can  move  on  in  order  to  help 
you  do  your  job  in  terms  of  collection  on  these  loans. 

The  FmHA  Administrator  defended  before  Congress  the  policy  of 
making  new  loans  to  delinquent  borrowers,  by  sa3dng  that  other- 
wise farmers  would  be  "starved  off  the  farm."  We  need  to  have  a 
certain  amount  of  compassion.  I  certainly  don't  think  the  Federal 
Government  should  go  out  and  snatch  food  from  the  mouths  of 
babes. 

I'm  a  very  compassionate  human  being.  But  I  watch  a  lot  of 
small  businesses  in  my  district  try  to  get  loans,  and  they  can't  get 
credit  privately.  They  can't  come  to  the  Federal  Government  and 
say  give  us  a  loan  and  help  us  make  our  businesses  work.  Those 
folks  are  losing  homes.  They're  losing  whatever  they  have,  and 
we've  got  some  folks  out  there  in  four  states,  and  your  state  in- 
cluded, Mr.  Secretary,  who  have  millions  of  dollars  worth  of  loans 
out  there,  and  they  are  enjoying  the  good  life.  And  so,  we've  got  to 
deal  with  attitudes  of  people  who  are  there. 

Another  quote  from  the  first  Washington  Post  article  from  a  per- 
son who  is  now  in  charge  of  farmer  loans  said  that  the  FmHA  ex- 
pects to  take  losses  if  it  is  what  it  takes  to  keep  farmers  operating. 
"It's  a  welfare  agency,"  she  said,  "that's  what  it  is." 

Well,  we're  looking  to  reform  welfare  in  this  nation,  and  that 
means  that  we've  got  to  look  at  reforming  welfare  in  the  Depart- 
ment of  Agriculture  as  well,  but  these  are  people  who  are  in  key 
positions  today,  Mr.  Secretary,  and  are  talking  in  today's  terms 
about  this  issue  in  a  way  that  scares  me  a  little  bit  about  what 
we're  going  to  try  to  continue  to  get  into  here. 

Secretary  EsPY.  Yes,  I  read  that  article  as  well,  and  again,  to  be 
fair  to  the  Farmers  Home  and  those  individuals  quoted  within  the 
article,  I  have  talked  to  them  and  I  asked  them  is  that  what  they 
meant  to  say? 

Ms.  DeLauro.  Uh-huh. 

Secretary  Espy.  And  particularly  with  regard  to  the  quote  about 
the  welfare  agency,  I  am  sure  that  this  individual  was  misquoted. 

Ms.  DeLauro.  Okay. 
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Secretary  Espy.  This  particular  quote  was  not  put  into  the  prop- 
er context  in  an  interview  that  took  about  30,  35  minutes.  They 
Hfted  that  one  quote  from  what  she  said. 

And  I'm  not  blaming  her  at  all.  That  is  not  the  attitude  of  this 
Administration.  That  is  not  the  attitude  of  this  Secretary,  nor  this 
USDA. 

I  really  question  whether  farmers  that  have  delinquent  loans  and 
have  an  operation  that  cannot  cash  flow  should  get  another  Farm- 
ers Home  loan. 

LEGISLATIVE  INITIATIVES 

Ms.  DeLauro.  The  Chairman  and  I  wrote  a  letter  to  you  a  bit 
ago,  and  you  mentioned  the  potential  of  some  legislative  initiatives 
that  are  possible  in  this  context. 

And  I  probably  have  gone  way  over  my  time  here,  and  I  appre- 
ciate the  committee's  indulgence,  but  if  you  have  thoughts  about 
legislative  initiatives,  and  what  we  can  do  in  terms  of  changing 
what  is  currently  on  the  books  to  assist  the  process  that  you're  en- 
gaged. The  way  that  HHS  does  in  terms  of  making  public  the 
names  of  these  folks — we  do  that  now  with  medical  loans — we  can- 
not by  the  Privacy  Act  now  make  some  of  these  folks'  names  avail- 
able who  do  have  this  money,  but  other  ways  in  which  we  can  go 
back  and  look  at  that  1987  law  and  tighten  up  what  needs  to  get 
done,  I  would  be  happy  to  work  with  the  Chairman,  other  members 
of  the  subcommittee,  and  with  you,  Mr.  Secretary,  to  see  if  we  can 
collect  this  money  that  is  outstanding. 

I  don't  want  to  let  it  go. 

Secretary  EsPY.  Yes. 

Ms.  DeLauro.  And  I  intend  not  to  let  it  go.  I'm  going  to  be  after 
trying  to  get  that  money  back. 

Secretary  Espy.  Neither  do  I.  The  so-called  purgatory  has  a  two 
year  lease  on  life,  and  they  have  a  mandate  that  is  particularly  ag- 
gressive. 

Could  I  ask  Mr.  Rominger  to  speak  to  this  as  well? 

Ms.  DeLauro.  Sure. 

Mr.  Rominger.  We  certainly  do  want  to  work  with  you  on  some 
legislative  revisions.  I  think  we  may  need  some  because,  as  you  in- 
dicated earlier,  there  have  been  some  constraints  on  the  Farmers 
Home  Administration  with  regard  to  going  after  some  of  the  assets 
that  some  of  these  people  have. 

Mr.  DURBIN.  On  that  same  issue,  Mr.  Skeen? 

CLARIFICATION  OF  FMHA  DELINQUENT  LOAN  AMOUNT 

Mr.  Skeen.  Thank  you,  Mr,  Chairman.  I'd  like  to  get  some  kind 
of  bracket  on  just  what  we're  talking  about.  We're  talking  about 
$14  billion  in  delinquency.  Is  that  about  the  right  figure? 

Secretary  EsPY.  Yes  sir,  $14  billion  in  loans. 

Mr.  Skeen.  Direct  loans? 

Mr.  Dewhurst.  I  could  give  him  some  additional  numbers. 

Ms.  DeLauro.  It's  $11.5. 

Mr.  Skeen.  Let  me  have  Steve  do  this,  so  we  know  what  we're 
talking  about. 

Secretary  EsPY.  Okay. 
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Mr.  Dewhurst.  Currently  we  have  140,000  farm  borrowers  in 
the  Farmers  Home  Administration.  About  18,000  of  those  farmers 
are  delinquent  on  their  debt.  The  140,000  in  total  owe  the  govern- 
ment about  $14  billion  in  direct  loans. 

Mr.  Skeen.  So  the  total  number  in  direct  loans  is  $14  billion. 

Mr.  Dewhurst.  Right. 

Mr.  Skeen.  Okay. 

Mr.  Dewhurst.  But  of  that  $14  billion,  $5.3  billion  is  owed  by 
folks  who  are  delinquent,  by  the  18,000. 

Mr.  Skeen.  Just  $5.3  billion. 

Mr.  Dewhurst.  Who  are  delinquent,  and  that  of  course,  is  where 
the  problem  is.  They  owe  $5.3  billion;  $4.2  of  that  is  actually  delin- 
quent. They've  missed  a  payment. 

So  the  18,000  borrowers  are  a  small  percentage  of  the  total  bor- 
rowers, but  the  $5.3  billion  that  they  owe 

Mr.  Skeen.  Is  a  large  portion. 

Ms.  DeLauro.  Very  large. 

Mr.  Dewhurst.  It  represents  a  large  portion  of  the  portfolio.  And 
if  you  divide  it  out,  they  owe  on  an  average  something  like 
$290,000  to  the  Government.  That's  where  the  attention  is  focused 
in  the  program. 

Mr.  Skeen.  That's  what  I  want  to  do  is  get  some  parameters  on 
this  thing.  What  is  this  about  the  $10  billion  write-off  that  we're 
talking  about,  that  the  Department  was  supposedly  writing  off? 
Give  me  some  idea  of  where  you  are  coming  up  with  that? 

Mr.  Dewhurst.  Well,  the  Congress  passed  some  laws  in  the  late 
1980s,  when  this  problem  began  to  become  very  apparent. 

Mr.  Skeen.  Snowballed  on  us. 

Mr.  Dewhurst.  Congress  put  a  number  of  new  rules  in  place  for 
the  Farmers  Home  Administration.  One  set  of  rules  had  to  do  with 
writing  off  of  these  debts.  I  am  by  no  means  an  expert  on  it,  but 
the  agency  was  told  to  take  a  look  at  the  farmer's  position,  the 
value  of  his  assets,  the  potential  recovery  by  the  Grovemment  if  the 
case  went  to  court.  The  agency  considered  a  whole  series  of  factors, 
and  when  those  factors  worked  out  a  certain  way,  it  indicated  a 
write-off  of  part  of  the  debt. 

Mr.  Skeen.  It  was  easier  to  write  it  off,  or  less  expensive  to  write 
it  off  than  it  was  to  go  ahead  and  prosecute  it.  Is  that  correct? 

Mr.  Dewhurst.  That's  correct.  You  are  recognizing  a  loss.  I 
mean,  you  are  taking  a  big  loss  either  way.  You  are  just  writing 
the  debt  off  permanently,  instead  of  trying  to  collect  and  taking  a 
loss  when  you  fail  to  collect  the  full  amount. 

Mr.  DURBIN.  Mr.  Skeen,  will  you  yield  for  a  second? 

Mr.  Skeen.  Surely. 

FMHA  delinquent  LOANS 

Mr.  DURBIN.  I'm  trying  to  get  this  clear  in  my  own  mind.  We're 
talking  about  some  $4.5  billion  of  current  liability  of  current  bor- 
rowers, but  we  are  talking  about  some  $11.5  billion  of  past  debt, 
and  I  want  to  know  on  this  writing  it  off  question,  if  Congress  has 
directed  you  to  write  it  off,  are  you  in  fact  going  to  try  to  collect 
this  $11.5  billion  from  past  debt  or  not? 

Mr.  Dewhurst.  No,  by  and  large,  if  the  debt  has  been  written 
off,  it's  gone. 
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Mr.  DURBIN.  It's  gone. 

Ms.  DeLauro.  The  $11.5  billion  has  been  written  off. 

Mr.  DuRBiN.  Written  off  completely,  so  these  people  we're  talking 
about  here  on  the  Nightline  show  and  such  are  current  borrowers 
who  currently  owe  debt? 

Mr.  Dewhurst.  Yes.  I  need  to  be  a  little  careful  because  a  lot  of 
the  attention  focused  on  these  big  folks  in  California  who  really  got 
disaster  and  economic  emergency  loans  back  in  the  late  1970's  and 
early  1980's  under  very  special  provisions  enacted  by  the  Congress 
and  carried  out  by  the  Department  that  had  none  of  the  constraints 
on  it  that  most  of  the  current  programs  have. 

You  didn't  have  to  be  a  family  farmer.  There  were  no  limits  on 
assets.  There  were  limits  on  the  Grovernment's  ability  to  go  after 
personal  assets  of  borrowers.  Those  loans  represent  a  dispropor- 
tionate share  of  the  problem,  but  they  are  just  in  a  special  cat- 
egory. 

Mr.  Skeen.  Let  me  ask  then  one  further  question  because  I  know 
that  the  Farmers  Home  Administration  that  administered  the 
loans  surely,  and  this  is  supposed  to  be  the  lender  of  last  resort  as 
far  as  agricultural  situations  are  concerned,  were  supposedly  work- 
ing those  loans  or  overseeing  them  when  they  came  up  with  this 
stellar  group  that  had  all  these  assets  and  so  forth? 

They  were  surely  not  in  the  category  of  qualifying  for  loans  of 
last  resort.  They  had  all  kinds  of  assets,  evidently,  and  I  don't 
know  who  was  working  the  loans.  Was  it  the  local  Farmers  Home 
Administration  groups? 

Mr.  Dewhurst.  Yes,  sir. 

Mr.  Skeen.  Committees.  That's  why  it's  purgatory. 

Secretary  Espy,  That's  what  I'm  trying  to  say,  sir.  Many  of  these 
loans  were  executed  in  the  1970's  and  the  early  1980's,  and  under 
Farmers  Home  county  committee  structure,  three  people — two 
elected,  one  appointed — have  review  authority  and  eligibility  au- 
thority. 

Mr.  Skeen.  They  have  total  oversight  authority. 

Secretary  Espy.  Well,  not  total,  but  sort  of. 

Mr.  Skeen.  Almost. 

Secretary  Espy.  Yes,  sir. 

Mr.  Skeen.  Virtually. 

Secretary  Espy.  Yes. 

Mr.  Skeen.  Virtual  reality. 

Secretary  Espy.  Virtual  reality,  the  way  it  works.  [Laughter.] 

And  as  you  know,  every  State  has  a  director,  so  we  have  a  far- 
flung  organization.  We're  tr3dng  to  tighten  it  up. 

I  would  not  throw  up  my  hands,  though,  on  whether  or  not  we're 
able  to  collect  on  loans  still  owed  us  by  these  men  and  women.  I 
just  think  we  have  not  been  tenacious  enough. 

I  think  if  we  show  up  on  their  doorstep  with  the  IRS,  I  think 
they  will  see  virtual  reality. 

Mr.  Skeen.  I'm  going  to  yield  to  my  colleague,  Rosa,  but  first  I 
would  also  ask  that  when  you  are  doing  the  examination  of  these 
loans,  that  you  get  some  reading  on  just  how  many  other  kinds  of 
federal  loans  that  these  various  people  who  are  delinquent  have. 

Secretary  Espy.  Yes,  sir. 
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Mr.  Skeen.  Because  I  think  there  has  been  a  systematic  ap- 
proach to  this  scheme,  and  we've  got  a  lot  of  smart  people  in  this 
country.  They  know  how  to  milk  a  system  as  good  as  anybody,  and 
I  would  be  very  interested  in  that.  I  yield. 

Secretary  EsPY.  I  have  asked  the  purgatory  task  force  to  consider 
problems  in  the  farm  credit  area  as  well  as  the  housing  loan  area. 

Mr.  Skeen.  The  whole  area. 

Mr.  DURBIN.  Absolutely. 

Ms.  DeLauro.  The  whole  area. 

Secretary  EsPY.  Housing  and  farm  loans  and  other  Farmers 
Home  programs. 

Mr.  DURBIN.  We'd  like  to  find  out  how  much  the  Federal  Grovem- 
ment  is  subsidizing  some  of  these  individuals.  I  think  that's  what 
Mr.  Skeen  indicated. 

Mr.  Skeen.  That  would  be  a  good  idea. 

Mr.  DURBIN.  I  recognize  Ms.  DeLauro  for  a  quick  question,  but 
we  have  Mr.  Peterson  who  wants  to  comment  on  Farmers  Home, 
and  Mr.  Walsh,  and  then  we're  going  to  move  on  to  the  next  topic. 
I  want  to  try  to  keep  all  four  of  the  subjects  moving  quickly. 

Secretary  EsPY.  Okay. 

Ms.  DeLauro.  Okay.  Mr.  Chairman,  I  will  keep  my  additional 
questions  as  short  as  possible. 

ABILITY  TO  COLLECT  LOANS 

Ms.  DeLauro.  Just  to  follow  up  quickly  on  what  Mr.  Skeen  said, 
in  terms  of  the  local  officials,  I  would  just  like  to  have  you  com- 
ment, Mr.  Secretary,  on  a  complaint  by  local  FmHA  officials  re- 
ported in  news  accounts  that  their  hands  are  tied  when  it  comes 
to  collecting  large  delinquent  loans. 

Are  we  going  to  make  it  easier  for  them  to  collect  their  delin- 
quent loans,  or  is  this  an  inaccurate  statement  by  some  of  the  peo- 
ple in  the  field  in  terms  of  their  own  oversight  in  collection  abili- 
ties? 

Secretary  EsPY.  Of  course.  In  our  proposed  reorganization,  we 
won't  have  any  Farmers  Home  local  offices,  nor  will  we  have  Farm- 
ers Home  local  employees.  We  will  have  FSA  service  center  employ- 
ees specially  trained  to  handle  these  loans. 

Part  of  the  reason  we  suspended  foreclosures  was  to  get  our 
house  in  order,  as  I  said,  because  the  worst  thing  in  the  world 
would  be  to  begin  foreclosure  on  a  delinquent  loan  without  having 
serviced  it  properly.  Then  the  lawyer  for  the  borrower  would  raise 
legitimate  objections  based  on  due  process  rights  not  presented  by 
the  agency. 

So  we've  gotten  our  house  in  order.  We  have  met  the  due  process 
requirements,  and  I  think  we  have  a  much  better  footing  to  begin 
to  attack  the  problem  now. 

Mr.  DURBIN.  We  have  two  last  questions  on  this  issue.  Mr.  Peter- 
son and  then  Mr.  Walsh. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman,  and  thank  you  for 
coming,  Mike.  I  see  you  have  changed  your  image  as  well  as  the 
Department.  I  don't  see  the  spectacles  any  more. 

Secretary  Espy.  I  can  see  a  lot  clearer  now,  too.  [Laughter.] 
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FMHA  LOAN  COLLATERAL 

Mr.  Peterson.  A  question  on  this  asset  issue — I  don't  quite  un- 
derstand. On  the  emergency  loans,  I  understand  that  we've  crafted 
a  law  that  didn't  require  the  individuals  to  put  up  assets. 

Is  that  true  in  any  other  case?  Do  you  need  a  piece  of  legislation 
to  correct  that?  Is  there  any  kind  of  emergency  law  that  we  cur- 
rently could  possibly  execute  that  would  allow  you  to  give  loans  to 
Farmers  Home  that  would  not  have  us  have  the  opportunity  to  go 
back  and  attach  personal  assets? 

Mr.  Dewhurst.  Well,  I  think  the  Secretary  and  the  Deputy  both 
talked  about  the  possibility  of  seeking  some  legislative  relief  in  this 
area. 

I  think  what  you  find  when  you  read  the  laws  that  govern  the 
various  Farmers  Home  loan  programs  and  the  regulations  that  the 
agency  has  put  out  pursuant  to  those  laws,  often  the  collateral  that 
is  related  to  the  loan  is  defined  by  the  law  or  the  regulation,  and 
it  is  not  all  the  property  the  person  owns. 

Often  the  regulations  specify  collateral.  For  example,  when  you 
take  out  an  operating  loan  the  basic  collateral  often  is  the  crop  that 
is  grown. 

It  may  well  be  time  to  take  a  broader  look  at  what  the  Govern- 
ment requires  in  terms  of  collateral  on  most  of  these  programs. 

Mr.  Peterson.  Well,  that  seems  to  be  something  we  must  do.  I 
didn't  hear  a  recommendation  from  any  of  you  as  to  what  we  might 
want  to  do  in  the  way  of  legislation,  and  clearly  this  committee 
can't  do  that  aspect  of  it,  but  we  need  to  see  something  come 
through  to  the  Ag  Committee  and  the  recommendations  on  how  to 
address  this  because  we  can't  let  this  go. 

We're  writing  off  almost  more  than  you  are  asking  for  the  whole 
year,  which  is  absolutely  intolerable.  Of  course,  we  want  the  crops 
to  be  grown,  and  we  want  the  farmers  to  be  productive,  but  we 
can't  allow  this  kind  of  thing  to  go  on. 

One  last  question,  in  the  18,000  loans  that  are  currently  delin- 
quent to  the  tune  of  $5.3  billion,  what  is  the  extent  of  that  delin- 
quency? Are  we  talking  months  or  years  in  that  regard? 

Secretary  Espy.  It's  the  range,  isn't  it? 

Mr.  Dewhurst.  Yes,  I'm  trying  to  remember.  There  are  certain 
rules  on  what  counts  as  a  delinquency,  if  you  have  a  payment  that 
is  30  days  overdue  in  many  of  the  programs,  you  hit  the  delin- 
quency list  in  Farmers  Home.  I  would  have  to  confirm  that  for  you. 

Mr.  Peterson.  I  would  like  that  for  the  record,  a  time  line  as 
to  the  length  of  delinquencies  on  that  amount  of  money. 

[The  information  follows:] 

LENGTH  OF  FmHA  FARM  BORROWER  DELINQUENCIES 
[As  of  October  4,  1993] 

r  .    .   ,  J  ,  Number  ot  bor-        Percent  of  bor- 

Extent  of  delinquency  ,„^,3  ^„^,5 

1  payment  8.421  6.5 

2  payments 2.961  2.3 

>  2  payments  7,380  8.7 

Total  delinquent 18,762  14.6 

Total  active  twrrowers 128,654     
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LENGTH  OF  FmHA  FARM  BORROWER  DELINQUENCIES— Continued 
(As  of  October  4.  1993] 

Extent  of  delinquency  "umber  of  bor-         Percent  of  bor- 

^       '  rowers  rowers 

Total  borrowers  140,091     


Note — Almost  all  borrowers  make  annual  payments  A  loan  is  considered  delinquent  it  any  amount  of  the  loan  payment  is  30  days  past 
due.  If  a  borrower  is  delinquent  by  more  than  30  days  and  less  ttian  one  year,  he  or  she  Is  considered  1  payment  behind.  A  borrower  who  is 
2  payments  behind  is  1  to  2  years  delinquent,  and  one  who  is  more  than  2  payments  behind  has  been  delinquent  more  than  2  years  Per- 
centages are  based  on  the  number  of  total  active  borrowers  The  number  of  active  borrowers  excludes  those  with  bankruptcy,  foreclosure  or 
court  actions  pending,  or  debt  settled  borrowers  still  making  payments. 

Source:  FmHA  541  report. 

ECONOMIC  EMERGENCY  LOAN  PROGRAM 

Ms.  DeLauro.  Would  the  gentleman  yield  just  for  a  moment?  I 
just  wanted  30  seconds  if  I  might.  What  was  the  historicsd  context 
that  created  this  economic  emergency  loan  program?  Steve,  you 
stated  it  was  started  back  in  the  late  1970's? 

Mr.  Dewhurst.  The  Economic  Emergency  Loan  Program  came 
into  existence,  the  first  time,  as  I  recall,  in  1978,  and  it  was  ex- 
tended by  the  Congress  in  1980.  It  was  done  in  response  to  per- 
ceived distress.  The  tractorcades  came  to  Washington  in  1978. 
There  was  a  perceived  need  for  some  help  for  farmers  in  the  form 
of  credit  that  didn't  have  the  usual  bells  and  whistles  tied  to  it. 

So  this  was  a  very  large  program.  If  memory  serves,  we  put  out 
about  $6  billion  in  economic  emergency  loans  over  a  three  year  pe- 
riod of  '79,  '80  and  '81.  About  $10  billion  in  emergency  disaster 
loans  were  made  over  the  same  period.  Most  of  those  loans  went 
out  under  a  set  of  special  rules  that  were  in  the  law  or  established 
by  regulation  and  many  of  these  delinquencies  relate  back  to  that 
time. 

Mr.  DURBIN.  Mr.  Walsh  has  the  last  question  on  this  issue,  and 
then  we  will  move  to  another  one  quickly. 

Mr.  Walsh.  Thank  you,  Mr.  Chairman.  Thank  you,  Mr.  Sec- 
retary, for  taking  these  questions  head-on. 

This  writing  off  of  substantial  billions  of  dollars  raises  some  in- 
teresting questions.  One  of  them  that  occurs  to  me  is  if  we  have 
written  off  a  loan  to  a  farmer,  can  the  FmHA  at  a  later  date  return 
and  loan  to  that  farmer  again? 

Secretary  EsPY.  Under  the  present  structure? 

Mr.  Walsh.  Yes. 

Secretary  Espy.  I  believe  so,  for  the  amount  that  is  still  owed. 

Mr.  Walsh.  So  it  is  possible  that  some  of  these  individuals  who 
we  saw  in  the  television  program  or  read  about  in  the  paper  have 
come  back  to  the  Government  again  for  further  loans. 

Secretary  Espy.  It  might  be  possible,  but  not  very  likely.  I  cannot 
comment  on  particular  individuals,  but  it  is  very  unlikely  that  they 
are  now  receiving  additional  loans. 

Mr.  Walsh.  But  of  these  18,000  individuals  who  are  in  arrears, 
this  may  not  be  the  first  time  also  for  those  individuals.  Is  that 
also  a  possibility? 

Secretary  Espy.  True,  that's  possible. 

Mr.  Walsh.  So  that  the  policy  obviously  needs  revision,  it  would 
seem;  that  if  we're  going  to  write  off  substantial  amounts  of  money, 
I  mean,  a  bank  would  not  go  back  and  loan  to  that  individual 
again,  would  they? 
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Secretary  EsPY.  Some  might.  I'm  not  sure.  I  mean,  it  depends  on 
the  bank,  depends  on  the  situation. 

LOAN  WRITEOFFS 

Mr.  Walsh.  Let  me  ask  you  one  more  question.  If  we  wrote  off 
a  loan  to  an  individual,  could  they  then  come  back  and  participate 
in  other  agricultural  programs,  soil  conservation  programs,  disaster 
relief,  and  so  on  under  the  current  law? 

Secretary  EsPY.  I  believe  so. 

Mr.  Walsh.  They  could. 

Secretary  Espy.  Yes,  I  believe  they  could. 

Mr.  Dewhurst.  Sure. 

Mr.  Walsh.  Do  you  think  it  would  be  a  good  idea  if  the  Adminis- 
tration worked  with  the  authorizing  committee  to  change  that  pol- 
icy, to  make  sure  that  if  we  write-off,  if  we  have  substantial  debts 
owed  to  the  Grovemment,  that  we  not  participate  with  that  individ- 
ual again? 

Secretary  Espy.  Well,  I  might  support  that  type  of  an  approach. 
To  be  very  honest  with  you,  it's  awful  tough  to  sit  here  and  gener- 
alize like  this.  I  would  say  certainly  that  as  far  as  my  opinion  is 
concerned,  if  we  have  a  substantial  delinquency  with  insufficient 
cash  flow  on  that  operation,  then  surely  I  would  not  favor  the  ex- 
tension of  additional  credit  for  that  operation.  That  I  know. 

Now,  if  you  would  ask  me  if  the  farmer  wanted  to  change  the 
crop  base,  grow  something  else  which  might  enable  him  or  her  to 
be  more  economically  viable,  to  in  turn  pay  back  what  he  owed,  I 
think  that  within  the  bounds  of  reasonableness,  that  could  be  con- 
sidered. 

Mr.  Walsh.  So  then  that  previous  loan  then  would  not  have  been 
written  off.  In  other  words,  it  would  still  be  open.  We  could  still 
get  access  to  that  individual's  profits  again,  if  they  were  to  make 
any. 

Secretary  EsPY.  Could  be. 

Mr.  Walsh.  Obviously  the  policy  needs  some  revision.  Thank 
you. 

Secretary  Espy.  But  again,  that  is  what  we're  doing.  We  had  al- 
ready set  up  this  purgatory  committee  before  the  article  appeared. 
It  seemed  as  if  we  were  responding  to  the  article,  but  that  is  not 
the  case.  The  fact  is  that  we  had  proposed  the  reorganization, 
which  would  eliminate  the  Farmers  Home  county  committees.  And 
we  had  spent  almost  a  year  reviewing  our  collection  procedures, 
our  due  diligence  standards,  our  cash  flow  standards  and  our  due 
process  requirement.  We  didn't  foreclose  on  anyone  to  my  knowl- 
edge in  that  period. 

Now  we  have  reviewed  our  procedures.  We  have  a  report  about 
our  compliance  needs.  That  report  is  public.  We  have  created  this 
purgatory  committee,  and  under  the  proposed  reorganization,  the 
new  successor  agencies — on  the  one  hand,  the  FSA,  on  the  other 
hand,  the  rural  development  agencies  will  not  receive  difficult 
loans. 

We're  going  to  hold  them  for  up  to  two  years,  and  we  will  aggres- 
sively, zealously  try  to  collect  every  penny  owed  the  Farmers  Home 
Administration  and  the  Federal  Grovernment. 
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We  are  on  top  of  it,  and  it  is  not  just  the  USDA  alone  involved 
in  this.  We  do  have  the  IRS,  and  the  Justice  Department's  partici- 
pation. 

Mr.  Walsh.  Just  a  comment  on  this  purgatory  business.  Based 
on  my  religious  beliefs,  if  you're  bad  enough,  you  go  straight  to 
Hell.  You  don't  get  a  shot  at  purgatory.  Purgatory  might  get  you 
to  Heaven,  but  you  don't  even  get  there 

[Laughter.] 

Secretary  EsPY.  Do  you  have  personal  knowledge  of  that? 
[Laughter.] 

Mr.  Walsh.  Not  yet,  but  maybe  some  of  these  people  that  are  in- 
debted to  us  should. 

Mr.  DURBIN.  Mr.  Walsh,  some  of  these  loans  are  in  limbo.  That's 
the  problem. 

FOOD  SAFETY 

Let's  move  to  food  safety  and  let  me  try  to  address  what  you 
have  already  mentioned,  and  that's  the  E.  coli  situation,  as  well  as 
the  overall  issue  of  food  safety. 

One  of  the  analysts  of  this  E.  coli  situation  has  described  it  as 
a  nationwide  nightmare.  There  may  be  more  than  20,000  infections 
a  year  in  the  United  States.  A  spokesman  for  the  Center  for  Dis- 
ease Control  and  Prevention  said,  'This  is  the  most  serious  public 
health  problem  in  food-bom  disease."  His  name  is  Mitchell  Cohen, 
Director  of  CDC. 

Mr.  Secretary,  you've  alluded  to  a  couple  of  things  the  Depart- 
ment's doing,  and  I  think  they  are  important,  and  I  would  like  to 
get  back  to  those  for  a  moment. 

People  have  also  seen  these  undercover  cameras  at  packing 
houses  and  slaughterhouses,  and  meat-cutting  operations  that  have 
shown  some  rather  despicable  behavior  by  employees  that  are  obvi- 
ously totally  insensitive  to  the  public  health  concerns  that  arise 
when  people  are  not  careful  in  the  handling  of  food. 

Two  things  I'd  like  you  to  address.  There  has  been  some  debate 
within  the  Administration  over  whether  the  USDA  can  do  this  job. 
There  have  been  some  of  our  friends  who  have  suggested  that  be- 
cause the  USDA  has  the  authority  and  responsibility  to  promote 
meat  and  poultry  production,  that  it  is  not  in  a  position  to  be  the 
policeman  of  meat  and  poultry  production. 

USDA  POLICY  ON  IRRADL^TION 

Secondly,  I've  noticed  in  your  comments  there's  been  no  mention 
of  the  word  irradiation,  and  a  lot  of  people  believe  that  irradiation 
would  be  the  quickest  and  easiest  way  to  deal  with  this  overall  con- 
cern. I  wonder  what  the  Department  policy  will  be  in  reference  to 
that  particular  approach. 

Secretary  Espy.  Tough  questions,  Mr.  Chairman.  Could  I  provide 
some  context  just  for  a  second? 

Contamination  of  meat  products  with  E.  coli  is  a  serious  problem. 
It's  not  a  new  problem.  We've  known  about  E.  coli  from  the  sci- 
entific viewpoint  for  the  last  10  years,  and  it  is  not  an  overstate- 
ment to  suggest  that  right  now  we  probably  have  between  200  and 
350  deaths  per  year  based  on  the  ingestion  of  E.  coli  pathogens.  So 
it  is  not  a  new  problem,  and  I  would  say  to  you  that  if  the  USDA 
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had  taken  as  aggressive  an  attitude  as  this  Administration  has  in 
one  year,  I  think  that  this  thing  would  have  been  substantially 
licked  by  now. 

Now,  what  are  we  doing?  First  of  all,  there  is  a  short-term  strat- 
egy and  a  long-term  strategy.  I  come  to  this  table  admitting  that 
we  cannot  inspect  meat  and  poultry  in  1994  the  same  way  we  did 
it  in  1934.  We  cannot  do  it,  but  we  have  a  system  now  based  on 
organoleptic  standards — sight,  smell,  and  feel.  We  have  to  move  to 
microbiology,  and  we  have  to  have  a  process  to  get  there. 

SHORT-TERM  STRATEGY 

First  of  all,  we  do  have  the  safest  food  supply  in  the  world.  Let 
there  be  no  doubt  about  that,  but  our  food  can  be  made  safer  still 
to  ensure  the  public  that  we're  doing  everything  we  can  do.  In  the 
short-term,  we  have  been  very  aggressive  in  doing  a  few  things.  We 
asked  for  additional  meat  inspectors,  and  got  them.  Now  we've 
asked  for  additional  money  in  this  particular  budget  to  hire  200 
more.  The  inspectors  have  been  trained. 

We  have  elicited  the  participation  of  whistleblowers,  people  who 
work  on  the  slaughterhouse  line  every  day,  but  in  times  past,  there 
was  a  chilling  effect  on  problems  that  they  had  observed  in  the 
plant.  They  felt  as  if — and  I'm  using  their  words — ^that  they  would 
not  be  backed  up  as  their  complaint  went  up  the  chain  of  com- 
mand. 

We  have  solicited  the  aid  of  whistleblowers,  and  we  have  re- 
formed our  training  program.  We  have  hired  new  inspectors.  They 
are  on  the  line,  and  again  we're  asking  for  200  more. 

So  at  least  we  can  assure  the  public  that  we  can  see  everything 
that  can  be  seen.  We  have  slowed  down  the  line  speed  when  nec- 
essary. Now  in  years  past,  Mr.  Chairman,  the  opposite  was  being 
done.  We  were  reducing  the  number  of  staff,  and  we  were  speeding 
up  the  line.  Here  again,  we  have  increased  the  number  of  slaugh- 
terhouse inspectors  and  we're  slowing  down  the  line  when  nec- 
essary. 

Secondly,  we  believe  in  a  zero  tolerance  strategy.  Not  minimal 
tolerance,  no  tolerance  at  all.  Zero  tolerance — ^that  means  that  if  we 
have  evidence  of  fecal  material,  if  we  have  any  evidence  or  any 
sense  that  a  carcass  coming  past  our  eyes  is  in  theory  contami- 
nated, we  carve  out  the  contaminated  piece — zero  tolerance. 

Furthermore,  we  have  proposed  that  slaughterhouses  under  Fed- 
eral inspection  keep  better  records,  so  that  if  we  have  a  problem 
in  a  plant,  we  can  trace  it  back.  We  can  find  out  the  lot  number, 
and  find  the  source  of  the  defect. 

We  have  had  unannounced  inspections.  We've  moved  in  with  no 
notice  at  all.  Last  year  we  had  100  inspections,  unsmnounced,  just 
showing  up  with  a  SWAT  team,  if  you  will,  and  this  year  we've  an- 
nounced that  we  will  conduct  1,000  more  unginnounced  inspections. 

We  have  shut  down  plants  that  had  unsanitary  practices,  or  for 
many  reasons,  weren't  in  compliance  with  our  regulations.  We  shut 
them  down.  They  had  to  clean  it  up  and  take  care  of  whatever  was 
wrong  before  we  allowed  them  to  reopen. 
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LONG-TERM  STRATEGY 

Now  I  have  said  all  that  to  tell  you  that  that's  not  enough  be- 
cause you  can't  see  E.  coli.  You  can't  see  a  bacterium.  We  know 
that.  So  we  have  to  move  into  the  area  of  microbiology,  and  that's 
the  process  for  the  long-term.  Two  very  exciting  things  are  happen- 
ing, and  I  don't  want  to  scoop  our  scientists  so  if  you  will  allow  me 
to  be  very  careful. 

First  of  all,  in  the  long,  long  term,  we  will  have  a  genetic  map. 
Our  scientists  announced  a  month  ago  that  ARS  has  created  or  we 
have  been  able  to  discover  the  world's  first  genetic  map  for  cattle 
and  swine.  That  means  that  we  already  know  the  location  of  genes 
that  conduct  favorable  traits  in  cattle  and  swine;  traits  like  meat 
tenderness,  fast  growth,  rate  of  milk  production,  and  resistance  to 
disease. 

We  know  that  a  gene  for  resistance  to  disease  exists  inside  of  the 
animal  and  so  it  is  just,  in  my  opinion,  a  short  leap  from  that  to 
creating  a  better  product  for  consumption.  We  did  that.  That's 
basic  research  only  the  government  can  do. 

Secondly,  someone  wrote  an  article  questioning  whether  or  not  I 
was  too  personally  involved  in  food  safety,  and  I  admit  to  it.  I'm 
personally  involved,  because  it  was  the  first  problem  I  had  on  my 
watch.  Three  kids  that  ate  hamburger  in  Washington  State  died 
from  E.  coli  0157:H7.  I'm  personally  involved. 

I  told  ARS  and  everyone  with  a  science  degree  that  I  was  the 
high  sheriff  of  E.  coli  and  I  was  putting  a  bounty  on  the  head  of 
the  critter,  and  it  should  be  brought  in  dead  or  alive. 

I've  gone  to  universities.  I've  talked  to  many  people  and  they 
know  that  we  are  sincere  about  taking  care  of  this  problem.  We 
have  some  very  exciting  results  of  research  that  hopefully  can  be 
announced  soon  on  our  ability  to  rapidly  detect  food-borne  bacteria 
in  the  inspection  process. 

I'm  not  ready  to  announce  it  at  this  moment,  but  I  tell  you,  I'm 
really  excited  about  it.  We  have  funded  it  and  I  think  we've  got  it. 

Before  that  is  announced,  we  are  doing  other  things  like  the  Haz- 
ard Analysis  and  Critical  Control  Point  Program — HACCP.  We  are 
making  sure  that  we  introduce  microbiology  in  the  current  inspec- 
tion process.  For  instance,  when  the  carcass  is  washed,  we  analyze 
the  carcass  to  see  if  the  meat  contains  any  evidence  of  bacteria, 
and  we  are  doing  a  host  of  these  kinds  of  things. 

So  I  tell  you,  we  have  a  short-term  strategy  and  a  long-term 
strategy.  It  goes  to  poultry  as  well  as  for  red  meat. 

IRRADIATION 

Mr.  DURBIN.  What  about  irradiation? 

Secretary  EsPY.  Oh,  irradiation,  okay.  I  think  it's  time  for  FDA 
to  review  it.  Last  week,  I  had  a  meeting  with  our  Food  Safety  and 
Inspection  Service — FSIS — officials  and  they  recommended  that  we 
suggest  to  the  Food  and  Drug  Administration — FDA — to  consider 
irradiation  as  a  tactic,  and  we  will  probably  be  doing  that. 

Mr.  DURBIN.  Mr.  Pastor. 
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RAPID  TESTING  METHODS 


Mr.  Pastor.  Welcome,  Mr.  Secretary.  One  of  the  main  problems 
we  have  found  with  microbiological  tests  is  that  they  require  a  sig- 
nificant amount  of  time  for  results  to  be  available. 

It  takes  a  few  days  to  grow  the  culture  that  will  help  you  identify 
the  organism.  In  your  comments,  you  say  that  we're  working  on 
rapid  testing  methods  to  help  speed  up  the  identification  process. 

Now,  I  think  I'm  hearing  you  say  that  there's  a  breakthrough. 
Where  are  we  in  this  process  of  testing  for  harmful  bacteria? 

Secretary  Espy.  In  my  opinion,  rapid  means  rapid,  and  if  you've 
got  to  wait  to  see  the  results  in  three  days  time,  that's  not  rapid. 
So  in  my  opinion,  we  have  to  have  a  test  that  is  a  sure  test,  and 
the  results  from  it  can  be  received  within  30  minutes. 

Rapid  means  from  the  time  that  you  take  the  sample  and  the 
time  the  carcass  or  whatever  you're  measuring  exits  during  that 
phase  of  a  processing.  We  have  to  be  able  to  know  whether  it's 
tainted,  and  take  it  off  the  line,  and  remove  it. 

Mr.  Pastor.  I  agree  with  you. 

Secretary  EsPY.  That's  rapid,  so  I  would  say  30  minutes  or  less. 

Mr.  Pastor.  No,  I  agree  with  you.  That's  what  we  need  because 
E.  coli  is  a  commonly  found  organism. 

Secretary  Espy.  Yes. 

Mr.  Pastor.  But  the  problem  has  been  that  testing  for  bacteria 
has  taken  days  in  some  cases,  or  at  least  hours  in  others.  Now  my 
question  is,  what  can  you  tell  about  about  the  technology  you  have 
developed  that  allows  you  to  identify  contaminants  on  beef  or  poul- 
try? 

To  ask  the  question,  where  are  we  on  this? 

Secretary  EsPY.  You  are  asking  me  to  go  into  some  detail  and  I'm 
hesitant  to  do  it  because  I  don't  want  to  make  statements  in  public 
that  I  can't  back  up. 

I'm  telling  you,  sir,  that  we  are  interested  in  developing  the 
science.  I  am  very  excited.  The  reports  that  I  received  from  the  Ag- 
riculture Research  Service  suggest  to  me  that  we  are  very  close  to 
being  able  to  make  an  announcement  about  a  test  that's  sure  and 
accurate  and  speedy,  and  commercially  practicable  to  apply. 

We  have  the  science.  We  know  how  to  detect  the  E.  coli  pathogen 
right  now.  The  problem  is,  as  you  said,  that  it  takes  a  while  to  get 
the  results.  So  there  is  an  issue  of  whether  or  not  it  is  practical 
to  apply  at  the  plant  level.  There  is  also  an  issue  as  to  what  part 
of  the  carcass  you  sample. 

Mr.  Pastor.  Right. 

Secretary  Espy.  Because  the  whole  animal  could  have,  at  some 
point  on  a  fraction  of  its  surface  area,  or  even  inside  the  animal, 
evidence  of  E.  coli. 

So  that's  the  question.  It's  very,  very  difficult,  but  again,  I'm  ex- 
cited, and  we  hopefully  will  be  making  some  announcements  soon. 

Mr.  Pastor.  Well,  I  congratulate  you  because  until  we  get  to  that 
point  of  being  able  to  implement  rapid  testing,  we  will  not  be  able 
to  solve  a  problem  of  the  magnitude  the  E.  coli  contamination  can 
prove  to  be. 

So  I  agree  with  you,  that  the  long-term  solution  is  to  implement 
rapid  testing. 
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Secretary  EsPY.  Yes,  I  agree  with  you. 

Mr.  Pastor.  Okay. 

Secretary  EsPY.  I  will  say  one  more  word,  if  you  allow  me  to. 

Mr.  Pastor.  Okay. 

E.  COLI  ELIMINATION 

Secretary  Espy.  First  of  all,  you  raised  the  question  of  handling 
which  is  an  element  I  omitted.  We  know  that  there  are  two  ways 
to  completely  eliminate  this.  One  is  irradiation — no  doubt  about  it. 

The  question  though  is  that  we  have  some  consumer  problems 
with  the  idea  of  eating  irradiated  meat.  A  supermarket  in  Chicago, 
I  believe,  is  offering  irradiated  poultry  products,  and  from  what  I 
have  read  and  from  what  I  have  heard,  there  is  some  consumer  ac- 
ceptance of  this  product.  So  this  is  something  we  should  explore. 

We  will  be  asking  the  FDA  to  review  it.  We  have  not  sent  the 
letter,  but  I'm  telling  you  today  that  we  will  ask  the  FDA  to  ex- 
plore this  option. 

But  that  eliminates  it — no  doubt  about  it. 

Secondly,  E.  coli  can  be  eliminated  by  cooking  and  handling  meat 
products  properly,  and  here,  Mr.  Chairman,  we  are  immersed  in 
frustration  because  we  had  a  final  rule  prepared  which  mandates 
handling  labels  both  with  the  verbiage  and  the  icons  to  those  who 
can't  read  and  write,  to  be  able  to  instruct  them  on  how  to  handle 
their  meat  and  poultry  products  properly. 

I  won't  go  into  great  detail,  but  we  have  been  prevented  from 
mandating  this  because  of  a  lawsuit  and  a  judgment  made  against 
us  by  a  Federal  District  Court  in  Texas. 

The  judge  reasoned  that  this  was  an  isolated  E.  coli  outbreak, 
and  did  not  deserve  the  level  of  action  that  we  were  recommending 
when  two  weeks  later  we  had  children  in  Texas  die  from  E.  coli 
poisoning.  We  have  now  had  children  ill  in  New  Jersey,  children 
in  New  York,  another  outbreak  in  Washington  State  and  in  Or- 
egon. It  is  not  an  isolated  thing,  so  we  are  moving  ahead. 

I  pulled  back.  I  accepted  the  judge's  order,  because  I  had  de- 
clared it  an  emergency,  and  we  skipped  a  SO-day  comment  period, 
so  we  went  back  and  re-tooled  and  we  did  it  right. 

So  now  we  are  ready  to  do  it  again,  and  I  hope  we're  not  stopped 
again. 

Mr.  DuRBiN.  Mr.  Secretary,  we  have  one  more  question  in  this 
area,  two  more  from  Mr.  Smith  and  Mr.  Thornton,  and  then  I  think 
I'm  going  to  suspend  my  earlier  agenda  because  it's  gone  a  little 
long,  and  allow  each  member  an  opportunity  to  ask  specific  ques- 
tions. 

But  first,  Mr.  Smith. 

PROCESSES  FOR  SAFE  FOOD 

Mr.  Smith.  As  you  well  know,  the  same  problems  appeared  to 
exist  when  they  approved  irradiation  on  berries  and  fruits  and 
vegetables.  After  they  started  selling  it  a  year  ago  though,  they 
found  out  there  was  no  problem  at  all,  just  a  few  people  talking 
loud. 

And  they  are  now  ready  with  irradation  of  meat,  you  know. 

Secretary  EsPY.  Yes. 
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Mr.  Smith.  So  let's  do  it.  All  you  have  to  do  is  put  a  label  on 
there  and  let  anybody  that  doesn't  want  to  buy  it  know.  They  don't 
need  to  buy  it,  and  that's  the  answer  to  that. 

Now,  with  regard  to  new  microbiological  controls  and  testing. 
The  problem  we  had  for  about  12  years  was  that  they  were  trying 
to  substitute  that  for  what  you  are  now  doing,  including  to  keep 
rats  out  of  the  packing  houses  and  making  visual  inspections  for 
disease  and  adulterated  product.  But  you  are  talking  about  a  new 
microbiological  program  in  addition  to  what  we're  now  doing. 

Secretary  Espy.  Yes,  sir. 

Mr.  Smith.  And  that  ought  to  be  made  clear  because  that's  what 
held  us  up  for  about  ten  or  twelve  years.  They  wanted  to  substitute 
that  and  do  away  with  everything  else. 

Secretary  EsPY.  Yes. 

Mr.  Smith.  With  regard  to  poultry,  I'm  happy  with  what  you're 
doing,  but  I'm  not  satisfied. 

Secretary  Espy.  Yes. 

WASHING  OF  POULTRY 

Mr.  Smith.  You've  got  to  do  more  and  stop  washing  that  poultry. 
The  1978  rule  ought  to  be  repealed.  It  was  a  mistake.  Assistant 
Secretary  Foreman  says  it  was  a  mistake.  She  made  the  mistake 
when  she  approved  the  rule  and  if  you  don't  stop  that  rule  where 
they  wash  at  the  end  of  the  line,  they're  going  to  continue  to  speed 
up  all  they  can. 

Packers  are  not  going  to  keep  the  fecal  matter  off  the  carcass,  if 
you  continue  to  allow  washing.  When  they  can  no  longer  wash  it 
at  the  end  of  the  line  and  instead  have  to  cut  a  piece  off  and  throw 
it  away,  then  they  will  stop  getting  the  fecal  matter  on  carcasses. 

That's  something  that  ought  to  be  done  as  soon  as  you  can  do  it. 

The  other  thing  I  just  want  to  mention  is  that  your  jurisdiction 
does  not  cover  everything  at  the  local  level,  and  we're  not  getting 
locals  involved.  Somehow  they  get  the  idea  that  the  Federal  Gov- 
ernment's going  to  watch  this  meat  until  it  gets  right  down  into  the 
grocery  store. 

I  don't  see  any  movement  out  there  on  the  local  level  anywhere, 
do  you?  To  take  over  after  it  leaves  your  responsibility? 

Secretary  EsPY.  Yes,  sir,  I  really  have. 

Mr.  Smith.  Really? 

Secretary  EsPY.  Yes,  I  have.  I  commented  earlier  about  our  frus- 
tration with  a  mandatory  handling  label. 

Mr.  Smith.  Yes. 

Secretary  Espy.  Many  of  the  supermarkets,  many  of  the  retail 
outlets  have  applied  the  label  voluntarily.  I  see  it  as  I  shop  all  over 
Washington. 

Mr.  Smith.  Well,  I  agree  with  that,  but  I  mean  local  govern- 
ments. Are  local  governments  and  inspection  systems  being  beefed 
up?  They  are  cutting  them  down,  aren't  they? 

Secretary  EsPY.  I  think  it's  fair  to  say  that  we've  seen  a  greater 
level  of  activity  and  sensitivity  to  this,  particularly  by  the  local 
health  authorities  which  have  more  stringent  standards  for  cooking 
in  franchise  outlets. 

If  you  cook  meat  to  the  proper  temperature,  then  you  won't  have 
a  pink  center  or  any  red  evidenced  at  all,  and  you  won't  have  the 


617 

E.  coli  bacteria  survive.  We  have  a  greater  degree  of  sensitivity  in 
the  local  health  authorities  to  make  sure  they  enforce  the  rules  a 
little  bit  better. 

Mr.  Smith.  I  just  want  to  compliment  you  for  what  you've  done, 
but  we've  got  to  move  faster. 

Secretary  EsPY.  I  agree  with  you,  and  we've  done  a  lot,  but  still, 
we've  got  a  bit  yet  to  go,  and  I  agree  with  you  also  on  poultry.  I 
mean,  we  have  not  done  enough  on  poultry  and  we  are  moving 
quickly. 

Mr.  Smith.  Thank  you. 

Mr.  DURBIN.  Mr.  Thornton. 

E.  COLI  PATHOGENIC  STRAIN 

Mr.  Thornton.  Thank  you,  Mr.  Chairman.  I  would  like  to  pur- 
sue the  question  of  the  pathogenic  strain  of  E.  coli  for  a  moment, 
and  then  turn  the  page  to  something  also  effecting  food  safety. 

First  of  all,  your  problem,  Mr.  Secretary,  I  believe,  and  I  ask  fur- 
ther if  this  is  correct,  is  compounded  by  the  fact  that  we're  only 
dealing  with  one  particular  virulent  pathogenic  strain  of  a  very 
common  bacterium.  E.  coli  is  present  in  each  one  of  us  right  now. 
It  does  useful  work.  It  is  the  tool  for  recombinant  DNA  manipula- 
tion. 

It  is  the  organism  which  has  allowed  Eli  Lilly  and  others  to 
produce  human  insulin,  by  changing  the  nature  of  a  non-patho- 
genic E.  coli  strain,  and  so  just  the  detection  of  E.  coli  is  not 
enough.  We've  all  got  it  in  us  right  now. 

The  question  is  this  particular  E.  coli  0157:H7  mutation  of  E.  coli 
that  does  have  the  very  virulent  pathogenic  effect. 

Secretary  EsPY.  Yes. 

Mr.  Thornton.  Is  that  not  correct? 

Secretary  EsPY.  That's  exactly  correct. 

Mr.  Thornton.  And  that  compounds  the  problem  because  you're 
not  dealing  with  just  determining  whether  there  is  E.  coli  present, 
which  there  is  everjrwhere  in  this  room  right  now. 

Secretary  Espy.  We  have  bacteria  in  red  meat  and  we  always 
will  and  we  may  have  some  E.  coli,  also.  This  particular  strain  is 
very  rare,  as  you  noted.  It  makes  it  much  more  difficult  to  discover. 

Mr.  Smith.  It  is  very  rare.  The  question  is  not  detecting  just 
whether  there  is  E.  coli,  but  whether  it  is  of  the  virulent  strain 
that  is  involved  here. 

Secretary  EsPY.  Yes. 

Mr.  Thornton.  Which  makes  your  problem  more  difficult,  and 
does  lend  some  credibility  to  the  idea  that  food  services  should  in- 
sist that  meat  be  cooked.  I'm  not  going  to  eat  any  steak  tartare  for 
a  little  while,  until  we're  sure  that  this  pathogen 

Mr.  DURBIN.  Is  that  a  popular  dish  in  Arkansas? 

Mr.  Thornton.  Well,  no,  it's  not  particularly  popular  in  Arkan- 
sas. [Laughter.] 

FOOD  SAFETY  AND  NUTRITIONAL  VALUES 

Mr.  Thornton.  But  we  do  sometimes  not  cook  our  food  as  well 
as  we  should.  We  throw  it  on  the  fire,  you  know,  and  it  bums  on 
the  outside  and  doesn't  cook  all  the  way  through,  so  we  have  to  be 
very  careful. 
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But  the  other  side  of  the  thing,  and  I  would  Uke  to  commend  you 
for  not  only  looking  at  the  problems  of  disease  in  food  safety,  but 
on  the  thrust  of  your  testimony  which  carries  forward  the  idea  that 
we  should  be  positive,  that  we  should  be  studying  the  nutritional 
values  of  food. 

I'm  very  proud  of  the  cooperation  that  your  testimony  tells  about 
between  the  EPA  and  the  Food  and  Drug  Administration  on 
human  nutritional  qualities  of  food,  especially  as  it  effects  early 
childhood  development. 

Do  you  have  any  further  comments  on  that  positive  aspect  of 
your  work  on  food  safety  and  nutritional  values? 

Secretary  Espy.  Yes,  sir.  Though  we  have  not  always  had  clean 
hands  ourselves  in  dealing  with  this  issue,  just  as  we  didn't  follow 
our  own  guidelines  on  due  process,  on  collecting  of  Farmers  Home 
loans,  and  executing  foreclosures.  We  have  not  complied  with  our 
own  dietary  guidelines  in  our  oversight  of  the  school  lunch  pro- 
gram. 

Mr.  Thornton.  Yes. 

Secretary  Espy.  We  have  not,  and  to  me,  that's  something  that 
we  should  change.  We  know  the  problem  with  salt  and  fat  in  diets, 
and  still  yet  we  provide 

Mr.  DURBIN.  Mr.  Secretary,  does  that  include  whole  milk  in  the 
school  lunch  program?  [Laughter.] 

Secretary  EsPY.  It  could  very  well  include  it,  sir.  The  question  is 
again  allowing  some  flexibility  with  the  local  cafeterias.  I  will  sug- 
gest the  introduction  of  greater  quantities  of  fruits  and  vegetables 
in  the  diet.  We  have  to  make  sure  they  are  available. 

And  as  we  know,  they  are  highly  perishable  so  we  have  to  make 
sure  that  we  have  transportation  systems  that  are  adequate  from 
the  farm  to  the  cafeteria  table.  That's  our  problem. 

And  then  lastly,  you've  got  to  make  sure  the  kids  will  eat  it. 

Mr.  Thornton.  Yes. 

Secretary  Espy.  Because  you  know,  you  could  have  low  fat  pizza, 
but  it's  probably  not  very  popular  in  the  public  high  schools,  so 
we've  got  a  lot  to  do.  But  we  still  should  comply  with  our  own 
guidelines. 

Mr.  Thornton.  Well,  Mr.  Secretary,  this  is  the  point  that  I  want 
to  commend  you  on.  I  think  that  you're  taking  the  attitude  that 
your  charge  is  not  merely  to  react  to  news  events  or  alarms  that 
may  be  voiced  from  time  to  time,  but  rather  to  take  a  careful  look 
at  the  entire  question  of  food  safety,  nutrition  values,  and  to  work 
in  that  area. 

Secretary  Espy.  We  are  responsible  for  food  and  fiber  from  farm 
to  table,  and  from  farm  to  apparel  that  also  includes  the  ability  to 
inspect.  That  is  why  I  don't  want  to  lose  it.  I  think  it  is  a  part,  nat- 
urally, a  part  of  our  jurisdiction. 

I'm  part  of  this  Administration  and  others  take  a  different  view. 
If  it  happens,  it  happens,  and  I  will  be  the  first  one  to  load  up  the 
moving  van,  but  until  I'm  asked  to  do  it,  and  it's  a  part  of  this 
budget,  just  as  it  is,  I  just  want  to  do  the  best  we  can. 

Mr.  Thornton.  Thank  you,  Mr.  Secretary.  I  have  no  further 
questions. 

Mr.  DuRBiN.  Thanks,  Mr.  Thornton. 
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REORGANIZATION  OF  THE  DEPARTMENT 

Mr.  DURBIN.  Mr.  Secretary,  you  have  submitted  a  reorganization 
proposal  to  Congress  that  will  significantly  change  the  organization 
and  structure  of  the  Department  of  Agriculture  both  in  Washington 
and  in  the  field.  It  is  estimated  that  your  proposed  reorganization 
will  reduce  the  number  of  USDA  agencies  from  43  down  to  29  and 
will  close  1,100  county  offices.  So  that  our  record  will  be  complete, 
would  you  please  describe  your  proposed  changes  to  the  Commit- 
tee? 

Secretary  Espy.  The  proposed  USDA  Reorganization  Plan  is  de- 
signed to  focus  Department  operations  within  six  major  mission 
areas  to  improve  customer  service,  while  substantially  reducing 
costs.  Under  the  proposal,  headquarters  would  be  restructured  re- 
ducing the  number  of  USDA  agencies  from  43  to  29.  Our  proposed 
USDA  Headquarters  Organization  Chart  illustrates  these  mission 
areas  and  the  agencies  supporting  them.  I  will  submit  that  chart 
for  the  record.  Additionally,  I  will  provide  information  which  illus- 
trates how  the  43  existing  agencies  and  their  functions  will  be 
merged  and  consolidated  to  form  the  29  agencies  proposed  in  the 
reorganization. 

Also,  I  am  proposing  a  streamlining  of  the  structure  to  improve 
accountability  and  service  to  customers  by  reforming  the  Depart- 
ment's management  systems,  departmental  oversight  will  be 
strengthened,  technology  will  be  used  more  effectively,  and  duplica- 
tive support  staff's  will  be  consolidated. 

The  proposed  field  structure  would  close  or  consolidate  over  1,100 
county  offices  to  create  a  system  of  2,500  Field  Office  Service  Cen- 
ters providing  one-stop  shopping  for  producers.  Other  field  struc- 
tures are  also  under  review.  However,  as  I  have  said  before,  the 
headquarters  reorganization  comes  first.  Reforms  at  this  level,  re- 
ducing the  number  of  agencies  and  consolidating  functions  and 
services,  have  a  director  impact  on  how  the  Department  will  be  or- 
ganized at  the  field  level. 

[The  information  follows:] 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Under  Secretary  for 

Farm  and  International 

Trade  Services 

Proposed 

Existing 

Farm  Service  Agency 

Agricultural  Stabilization  and 

Conservation  Service,  except  for 

conservation  cost-share  programs 

transferred  to  the  new  Natural 

Resources  Conservation  Service  and 

the  National  Appeals  Division  which  is 

separate. 

Farmers  Home  Administration  Farmer 

Programs 

Federal  Crop  Insurance  Corporation 

International  Agricultural  Trade 

Foreign  Agricultural  Service 

Service 

Office  of  International  Cooperation  and 

Development 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Under  Secretary 

for  Rural  Economic  and 

Community  Development 

Proposed 

Existine 

Rural  Utilities  Service 

REA  telephone/electric  programs 

RDA  water/sewer  programs 

Rural  Housing  and  Community 

FmHA  rural  housing  programs 

Development  Service 

RDA  &  REA  rural  community  lending 

programs 

Rural  Business  and  Cooperative 

RDA  &  REA  business  development 

Development  Service 

programs 

Alternative  Agricultural  Research 

and  Commercialization 

Agricultural  Cooperative  Service 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Under  Secretary 

for  Food,  Nutrition  and 

Consumer  Services 

Proposed 

Existing 

Food  and  Consumer  Service 

Food  and  Nutrition  Service                          | 

Office  of  the  Consumer  Advisor 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Assistant  Secretary  for 
Natural  Resources 

and  Environment 

Proposed 

Existing 

Forest   Service 

No  change 

Natural  Resources  Conservation  Service 

Soil  Conservation  Service 

Agricultural  Stabilization  and 
Conservation  Service  cost-share 

NOTE:    Also  includes: 

programs. 

Council  on  Environmental  Quality: 
Pesticides  Policy 
Water  Quality 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Assistant  Secretary 

for  Marketing  and 

Inspection  Services 

Proposed 

Existing 

Food  Safety  and  Inspection  Service 

No  change 

Animal  and  Plant  Health  Inspection 

No  change 

Service 

Agricultural  Marketing  Service 

No  change 

(^rain  Inspection,  Packers  and 

Federal  Grain  Inspection  Service 

Stockyards  Administration 

Packers  and  Stockyards  Administration 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Assistant  Secretary 

for  Research,  Education 

and  Economics 

Proposed 

Existing 

Agricultural  Research  and  Education 

Agricultural  Research  Service 

Service 

Cooperative  State  Research  Service 

Extension  Service 

National  Agricultural  Library 

Human  Nutrition  Information  Service 

Economic  Research  Service 

Economic  Research  Service 

Office  of  Energy 

National  Agricultural  Statistics  Service 

No  change 

627 


U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Assistant  Secretary  for 
Communications 


Proposed 


Office  of  Communications 


Existing 


Office  of  Public  Affairs,  except  Office  of 
Intergovernmental  Relations  will  be 
transferred  to  the  Office  of  Congressional 
Relations 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Assistant  Secretary  for 
Administration 

Proposed 

Existing 

Civil  Rights  Enforcement* 

No  change,  except  Small  and 
Disadvantaged  Business  Utilization 
becomes  a  separate  staff  office. 

Information  Resources  Manage- 
ment 

No  change 

Operations 

No  change 

Personnel* 

No  change 

Small  and  Disadvantaged  Business 
Utilization 

Current  function  of  Civil  Rights 
Enforcement  becomes  a  separate  staff 
office. 

Administrative  Law  Judges/Judicial 
Officer 

No  change 

Board  of  Contract  Appeals 

No  change 

*As  previously  announced,  dispute 
resolution  functions  are  transferred 
from  Personnel  to  Civil  Rights 
Enforcement 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Assistant  Secretary  for 
Congressional  Relations 


Proposed 


Office  of  Congressional  and 
Intergovernmental  Relations 


Existing 


Congressional  Relations  Staff 

Office  of  Intergovernmental  Affairs 
(transferred  from  the  OfTice  of  Public 
Affairs) 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


General  Counsel 

Proposed 

Existing 

Office  of  General  Counsel 

No  change 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Inspector  General 

Proposed  Existing 

Office  of  Inspector  General  No  change 
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U.S.  Department  of  Agriculture 
Proposed  Headquarters  Organization 


Executive  Operations 

Proposed 

Existing 

Chief  Economist 

Assistant  Secretary  for  Economics 

World  Agricultural  Outlook  Board 

Economic  Analysis  Staff 

Office  of  Budget  and  Program  Analysis 

No  change 

Office  of  Executive  Secretariat 

No  change 

National  Appeals  Division 

Agricultural  Stabilization  and 
Conservation  Service 
Appeals  Division 

Farmers  Home  Administration 
Appeals  Division 

Soil  Conservation  Service 
Appeals  Staff 

Federal  Crop  Insurance  Corporation 
Appeals  Staff 

Chief  Financial  Officer 

Finance  and  Management  (Assistant 
Secretary  for  Administration  served 
as  the  Chief  Financial  Officer  until 
December,  1993) 
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STAFF-YEAR  SAVINGS 


Mr.  DURBIN.  According  to  the  budget  material  provided  to  the 
Committee,  the  reorganization  is  designed  so  as  to  save  7,500  Fed- 
eral staff-years  and  1,160  non-Federal  staff-years  by  1998.  In  fiscal 
year  1995,  the  savings  that  are  assumed  in  the  President's  budget 
because  of  the  reorganization  are  $366,000,000  and  1,606  Federal 
staff-years.  Would  you  please  describe  for  the  Committee  in  detail 
how  the  savings  in  dollars  and  staff-years  will  be  achieved  in  fiscal 
year  1995? 

Secretary  Espy.  The  $366.0  million  savings  would  be  the  result 
of  consolidating  43  agencies  into  29  agencies,  consolidating  admin- 
istrative units,  reducing  redundant  or  unnecessary  activities,  and 
by  closing  or  consolidating  over  1,100  county  offices.  We  estimate 
this  streamlining  will  save  1,606  staff  years  in  1995.  The  savings 
in  staff-years  will  be  accomplished  through  attrition,  leaving  vacant 
positions  unfilled  and  the  possibly  RTF's  unless  a  buyout  option  is 
available. 

Mr.  DURBIN.  What  changes  will  need  to  be  put  in  place  in  fiscal 
year  1994  for  these  savings  to  occur  and  when  will  they  have  to 
happen? 

Secretary  EsPY.  In  order  to  achieve  these  savings  in  1995,  we 
must  have  passage  of  the  Department's  Reorganization  Plan  in 

1994  and  buyout  legislation  that  would  allow  us  to  offer  incentives 
to  retirees  in  the  first  quarter  of  1995. 

Mr.  DURBIN.  The  bill  authorizing  a  reorganization  of  the  Depart- 
ment has  been  reported  out  by  a  subcommittee  of  the  House  Agri- 
culture Committee.  This  bill,  in  its  reported  form,  is  considerably 
different  from  the  organization  you  have  proposed.  If  this  bill  were 
to  become  law,  would  you  still  be  able  to  achieve  your  fiscal  year 

1995  budget  savings,  and  if  so,  how?  If  not  please  explain  why  not. 
Secretary  EsPY.  I  think  so.  Although  the  House  Bill  does  not  pro- 
vide for  the  total  reorganization  package  we  submitted  to  the  Hill, 
it  would  allow  me  to  do  most  of  it.  The  bill  would  provide  the  au- 
thority to  create  the  Farm  Service  Agency  which  would  combine 
the  functions  currently  provided  by  the  Agricultural  Stabilization 
and  Conservation  Service,  the  Federal  Crop  Insurance  Corporation 
and  the  farm  portfolio  of  the  Farmers  Home  Administration,  con- 
sistent with  the  Department's  streamlining  plan.  It  also  provides 
the  authority  to  reorgsmize  rural  development,  food  and  nutrition 
and  many  other  areas  consistent  with  the  Department's  streamlin- 
ing proposals.  The  House  bill  does  not  allow  for  the  consolidation 
of  the  Cooperative  State  Research  Service  and  the  Extension  Serv- 
ice with  the  Agricultural  Research  Service  and  the  National  Agri- 
cultural Library,  or  the  consolidation  of  ASCS  cost-share  conserva- 
tion programs  into  the  National  Resource  Conservation  Service.  We 
might  have  to  cut  some  more  in  some  places,  but  I  am  committed 
to  meet  the  overall  savings  plan. 

HEADQUARTERS  REDUCTIONS 

Mr.  DURBIN.  One  of  the  proposals  directs  you  to  make  larger 
staff  reductions  in  headquarters  offices  than  in  field  offices.  With 
87  percent  of  the  Department's  total  staffing  in  the  field  and  13 


634 

percent  in  headquarters,  how  will  you  propose  to  accomplish  this 
directive? 

Secretary  EsPY.  USDA's  streamlining  plan  proposes  to  cut  head- 
quarters staff  at  least  proportionally  to  field  staff  reduction.  Our 
estimates  for  staff  years  at  headquarters  show  a  7.7  percent  decline 
fi-om  the  1993  ceiling  to  1998  levels.  At  the  field  level  the  cut  would 
amount  to  6.5  percent.  The  proposal  that  requires  me  to  ensure 
that  the  percentage  reduction  in  staff  years  at  headquarters  is  at 
least  twice  that  of  the  field  will  require  a  much  larger  headquarters 
cut  than  has  been  planned  unless  the  proposed  6.5  percent  field 
staff  reduction  is  reduced.  We  have  not  made  any  decisions  on  how 
this  would  be  accomplished  since  the  directive  is  in  proposed  legis- 
lation and  is  not  yet  a  requirement. 

ENACTMENT  DATE 

Mr.  DuRBiN.  When  will  the  reorganization  you  have  proposed 
have  to  be  enacted  into  law  in  order  for  you  to  achieve  the  pro- 
jected savings  for  fiscal  year  1995?  Please  explain  why  that  date 
is  so  important? 

Secretary  EsPY.  We  have  much  work  ahead  of  us  to  put  my  pro- 
posed new  organization  in  place,  although  the  under  and  assist£int 
secretaries  are  developing  detailed  plans  so  that  they  can  proceed 
as  soon  as  the  legislation  becomes  law.  I  have  asked  that  plans  be 
designed  to  accomplish  the  headquarters  reorganization  within  a 
year  of  notification  to  proceed  and  field  changes  over  the  course  of 
three  years.  Therefore,  if  the  changes  cannot  begin  to  be  put  into 
place  until  the  beginning  of  fiscal  year  1995,  it  will  be  more  dif- 
ficult to  achieve  the  projected  fiscal  year  1995  savings. 

RURAL  DEVELOPMENT  ADMINISTRATION  REGIONAL  OFFICES 

Mr.  DURBIN.  What  is  the  current  status  of  the  seven  regional  of- 
fices of  the  Rural  Development  Administration?  As  you  will  recall, 
the  FY  1994  Appropriations  Act  directed  that  these  offices  be 
closed  by  April  15,  1994? 

Secretary  EsPY.  The  seven  regional  offices  will  be  closed  by  April 
1  as  mandated. 

Mr.  DuRBiN.  Did  all  employees  remain  with  USDA  or  did  RIFs 
have  to  occur? 

Secretary  Espy.  A  few  employees  have  obtained  other  employ- 
ment. All  others  have  been  offered  new  assignments  with  either 
RDA  or  FmHA. 

public  affairs 

Mr.  DuRBiN.  Last  year  you  announced  plans  to  consolidate  the 
public  affairs  staff  of  the  various  agencies  into  a  central  location. 
Has  this  been  done  or  has  this  proposal  been  altered? 

Secretary  Espy.  We  looked  at  a  variety  of  ways  to  achieve  our 
streamlining  goals  in  public  affairs.  As  part  of  the  overall  reorga- 
nization of  USDA,  we  plan  to  reduce  from  23  to  10  the  number  of 
separate  public  affairs  stsiffs  at  USDA.  To  help  us  speak  with  one 
voice,  we  have  created  a  desk  system  by  mission  area  to  coordinate 
and  centralize  the  public  affairs  activities  of  the  department  in  the 
Office  of  Public  Affairs. 
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Mr.  DURBIN.  Would  you  please  submit  for  the  record  the  number 
of  professional  and  clerical  staff  from  each  agency  assigned  to  pub- 
lic affairs  activities  and  the  cost  by  agency? 

Secretary  EsPY.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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USDA  PUBLIC  AFFAIRS  ACTIVITIES 
(Dollars  in  Thousands) 


AGENCY 

1993 
Employment   Staff 

Years 

1994 
Employment   Staff 

Years 

1995 
Employment   Staff 

Years 

Off.  of  Coirmuni  cat  ions: 
Professional         93 
Clerical            22 
Budget  Auth.     $8,682 

87 
18 

92 

25 
$8,570 

92 
25 

86 

25 
$8,360 

86 
25 

ARS: 

Professional 
Clerical 
Budget  Auth. 

44 

8 

$2,823 

43.8 
8 

44 
8 

$2,884 

43.8 
8 

43 

8 

$2,834 

42.8 
8 

CSRS: 

Professional 
Clerical 
Budget  Auth. 

2 

1 

$108 

1.7 
0.9 

2 

1 
$137 

2 

1 

2 

1 
$139 

2 

1 

Extension  Ser. 
Professional 
Clerical 
Budget  Auth. 

7 
2 

$455 

7 
2 

7 

2 

$465 

7 
2 

7 

2 

$465 

7 
2 

NAL: 

Professional 
Clerical 
Budget  Auth. 

2 

1 
$169 

2 

1 

2 

1 

$176 

2 

1 

2 

1 

$176 

2 

1 

FAS: 
Professional 
Clerical 
Budget  Auth. 

15 

2 

$1,020 

15 

2 

14 

2 
$1,040 

14 
2 

14 
2 

$1,088 

14 
2 

OICD: 

Professional 
Clerical 
Budget  Auth. 

1 

0 

$65 

1 
0.3 

1 

0 

$60 

1 
0 

1 

0 

$60 

1 
0 

ASCS: 

Professional 
Clerical 
Budget  Auth. 

14 
6 

$1,312 

14 
6 

14 
6 

$1,402 

14 
6 

14 

6 

$1,402 

14 
6 

FCIC: 
Professional 
Clerical 
Budget  Auth. 

2 

1 

S70 

1 
0.5 

6 

1 
$198 

4 

0.5 

6 

1 

$202 

4 

0.5 

REA: 

Professional 
Clerical 
Budget  Auth. 

3 

1 
$120 

2.2 

0.5 

3 

1 

$138 

2.4 
0.3 

3 

1 

$154 

2.5 
0.5 

FmHA/RDA:   1/ 
Professional 
Clerical 
Budget  Auth. 

4 

1 
$280 

4 

0.5 

8 

5 
$710 

7 
4.7 

8 

5 
$742 

7 
4.7 

SCS: 
Professional 
Clerical 
Budget  Auth. 

125 
26 

$7,400 

125 
26 

120 

25 

$7,400 

120 
25 

115 

24 

$7,300 

115 
24 

APHIS: 

Professional 
Clerical 
Budget  Auth. 

18 

2 

$1,166 

18 
2 

17 

2 

$1,125 

17 
2 

16 
2 

$1,084 

16 
2 
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USDA  PUBLIC  AFFAIRS  ACTIVITIES 
(Dollars  in  Thousands) 


page  2 


1993 

1994 

1995 

AGENCY 

Employment   Staff 

Years 

Employment   Staff 

Years 

Employment   Staff 

Years 

FGIS: 
Professional 
Clerical 
Budget  Auth. 

1 

0 

$A2 

0.8 
0 

1.0 

0 

$50 

0.8 
0 

1.0 

0 

$52 

0.8 
0 

AMS: 

Professional 
Clerical 
Budget  Auth. 

5 

1 

$342 

5 
1 

5 

1 

$406 

5 

1 

5 

1 
$467 

5 
1 

FSIS: 

Professional 
Clerical 
Budget  Auth. 

55 

9 

$3,300 

46.6 
8.6 

56 

9 
$3,300 

47 
8.6 

56 

9 

$3,500 

47 
8.6 

PSA: 
Professional 
Clerical 
Budget  Auth. 

2 

0 
$62 

1.6 

( 

2 

0 
$65 

1.6 
0 

2 

0 

$66 

1.6 

0 

ACS:  /I 

Professional 
Clerical 
Budget  Auth. 

4 

4 
$447 

4 
4 

0 

0 

»0 

0 
0 

0 

0 

$0 

0 
0 

FNS: 

Professional 
Clerical 
Budget  Auth. 

35 

10 
$2,550 

34 
19 

35 

11 
$2,600 

34 
11 

35 

11 
$2,700 

34 

11 

HNIS: 
Professional 
Clerical 
Budget  Auth. 

9 

3 
$544 

9 
3 

10 

3 
$565 

10 

3 

10 

3 
$574 

10 
3 

EMS   /2: 
Professional 
Clerical 
Budget  Auth. 

36 

8 
$2,450 

34.9 
8 

31 

7 
$2,272 

31.4 
6.8 

31 

7 
$2,272 

31 

7 

WAOB: 

Professional 
Clerical 
Budget  Auth. 

1 

0 

$62 

V     1 

0 

1 

0 

$64 

1 
0 

1 

0 

$65 

1 
0 

FS: 

Professional 
Clerical 
Budget  Auth. 

359 
235 

$21,201 

359 
235 

346 

220 

$20,580 

346 
220 

339 

210 

$20,026 

339 
210 

TOTAL: 

Professional 
Clerical 
Budget  Auth. 


837 

343 

$54,670 


818 
346 


817 

330 

$54,207 


803 
328 


797 

319 

$53,728 


783 
317 


/I  Transferred  to  RDA  in  FY  1994. 

/2  Supports  ERS,  NASS,  OE,  OAS,  and  EAS. 


638 


CONGRESSIONAL  LIAISON 

Mr.  DURBIN.  Last  year  during  the  hearings  we  discussed  that  the 
number  of  employees  assigned  to  Congressional  Liaison  had  in- 
creased from  33  to  58  over  the  last  ten  years.  However,  in  a  table 
on  page  14  of  last  year's  hearings,  it  indicated  that  the  full-time 
equivalents  assigned  to  Congressional  Liaison  were  81.  In  connec- 
tion with  your  reorganization  of  the  Department,  did  you  review 
this  function  and  have  you  proposed  any  changes? 

Secretary  Espy.  Among  our  goals  for  the  reorganization  of  USDA 
is  the  stream-lining  of  our  systems  and  the  reduction  of  duplicative 
efforts  to  provide  greater  efficiencies.  In  our  effort  to  reach  these 
goals,  the  reorganization  plan  proposes  to  combine  the  Office  of 
Congressional  Relations  with  the  Office  of  Intergovemmenual  Af- 
fairs which  is  currently  located  in  the  Office  of  Public  Affairs.  This 
will  create  an  Office  of  Congressional  Relations  which  is  respon- 
sible for  creating  and  maintaining  strong  relationships  with  the 
Congress,  state  and  local  governments.  Native  Americans  and  Alas- 
ka Native  Tribes.  This  combination  will  allow  for  greater  efficiency, 
eliminate  duplicative  efforts  and  enable  the  Department  to  provide 
more  coordination  on  legislative  matters  to  the  agencies.  Depart- 
mental policy  officials  and  other  governments. 

Mr.  DURBIN.  Would  you  please  submit  for  the  record  the  number 
of  professional  and  clerical  staff  from  each  agency  assigned  to  con- 
gressional relations  activities?  Would  you  also  provide  the  cost  by 
agency  and  the  number  of  individuals  who  hold  Schedule  C  ap- 
pointments? 

Secretary  EsPY.  I  will  provide  that  information  for  the  record. 

[The  information  follows:] 

USDA  CONGRESSIONAL  LIAISON  ACTIVITIES 
[Dollars  in  thousands] 

A—-.  Professional  po-      r..„,,i  „„,;,„„,       t„»,i  o„c,t,„o.-i         Costs  (salary/        Schedule  C  posi- 

Agency  5,„^„5  Clerical  positions       Total  positions'  |,j„g,,„  „„„5 

OSec  9  3  12  $1,130  9 

OIG  5  1  6  52  0 

ARS 2  1  3  152  0 

CSRS  2  0  2  89  0 

ES 1  0  1  86  0 

FAS  2  1  3  171  2 

OICD  10  15  1 

ASCS 2  1  3  182  0 

FCIC 2  1  3  70  1 

REA 2  1  3  47  1 

FmHA/RDA  5  3  8  414  1 

SCS 1  1  2  101  0 

APHIS 4  1  5  215  1 

FGIS 5  1  6  40  0 

AMS 2  1  3  231  0 

FSIS 3  2  5  188  1 

FNS 4  2  6  340  0 

HNIS  1 2 3 55 1 

Total,  USDA 53 22 75 3^568 18 

'  These  are  positions  and  do  not  represent  full-time  equivalents.  Some  of  these  positions  spend  a  small  percentage  of  their  time  on  con- 
gressional liaison  activities. 
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PERSONNEL  OFFICES 


Mr.  DURBIN.  Some  mention  has  been  made  of  the  possibility  of 
consolidating  the  personnel  offices  of  various  agencies.  Please  pro- 
vide a  description  of  which  agencies  currently  have  consolidated 
personnel  or  administrative  functions.  What  is  the  current  status 
of  those  recommendations  and  how  does  that  fit  within  your  overall 
reorganization  plans? 

Secretary  Espy.  The  Department  of  Agriculture  has  a  tradition 
of  supporting  efforts  to  collocate  or  consolidate  services  wherever 
possible.  In  order  to  achieve  economies  of  scale  we  will  continue  to 
actively  support  efforts  to  streamline  and  consolidate  personnel  and 
administrative  functions  where  they  make  sense. 

For  more  than  20  years,  the  Department  has  had  some  form  of 
consolidated  servicing  available  in  the  Washington,  D.C.  head- 
quarters. The  oldest  of  these  is  the  Economic  Management  Staff 
which  provides  personnel  £ind  other  administrative  services  to  all 
the  agencies  supervised  by  the  Assistant  Secretary  for  Economics. 
Other  particularly  successful  consolidations  have  been  achieved  by 
the  Animal  and  Plant  Health  Inspection  Service — ^APHIS — and  by 
the  Agricultural  Research  Service — ^ARS.  APHIS  consolidated  per- 
sonnel services  into  just  two  locations  and  successfully  marketed 
those  services  to  three  other  Departmental  agencies.  ARS  consoli- 
dated its  regional  and  research  administrative  and  personnel  func- 
tions into  a  single,  nationwide  service  center  including  servicing 
the  National  Agricultural  Library.  The  APHIS  model  for  servicing 
and  the  ARS  model  for  efficient  centralization  will  serve  as  bench- 
marks for  future  efforts  in  this  area.  The  staff  offices  of  the  Depart- 
ment also  have  a  consolidated  personnel  servicing  arrangement. 

The  legislation  I  have  submitted  to  streamline  and  consolidate 
activities  throughout  the  entire  Department  is  designed  to  build  on 
the  kind  of  tried  concepts  and  experiences  that  shared  servicing  of- 
fers. It  will  enable  the  Department  to  provide  improved  services  at 
a  lower  cost.  Without  the  proposed  reorganization  legislation,  it 
will  be  much  more  difficult  to  provide  consolidated  administrative 
and  personnel  services  along  logical  program  lines.  For  example, 
my  plans  envision  combining  seventeen  separate  personnel  organi- 
zations into  as  few  as  six  organizations  to  serve  the  Department's 
mission  areas.  Where  four  separate  personnel  organizations  are 
now  required  to  service  activities  related  to  farm  programs,  my  pro- 
posals will  result  in  a  single,  personnel  organization.  Similar  effi- 
ciencies will  be  obtained  in  other  administrative  activities. 

DEBARMENT 

Mr.  DURBIN.  Last  October  the  New  York  Times  published  an  ar- 
ticle dealing  with  the  Department  of  Agriculture's  failure  to  carry 
out  the  Executive  Order  with  respect  to  debarment  of  companies 
who  have  been  caught  defrauding  the  government  or  government 
programs.  I  believe  sometime  in  November  you  announced  that  you 
intended  to  end  the  Department's  failure  to  comply  with  the  1986 
Executive  Order  requiring  that  any  company  found  abusing  a  gov- 
ernment program  be  barred  from  all  government  work.  What  is  the 
current  status  of  debarment  proceedings?  Have  all  of  the  necessary 
regulations  been  put  into  place? 
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Secretary  Espy.  On  February  19,  1986,  President  Reagan  signed 
Executive  Order  12549,  which  required  all  executive  departments 
and  agencies  to  participate  in  a  common  system  for  debarment  and 
suspension  from  federal  nonprocurement  programs.  In  1989,  the 
Department  of  Agriculture  published  a  nonprocurement  debarment 
and  suspension  rule  that  was  based  on  the  common  rule  prepared 
by  the  Office  of  Management  and  Budget  but  which  contained  some 
differences.  This  rule  was  cleared  by  0MB.  Agencies  within  USD  A 
were  concerned  that  the  application  of  some  aspects  of  the  common 
rule  to  some  USDA  programs  would  work  at  cross  purposes  with 
Congressionally  mandated  agricultural  policies. 

Executive  Order  12689,  signed  by  President  Bush  on  August  16, 
1989,  required  agencies  to  establish  regulations  that  would  provide 
reciprocal  government  wide  effect  across  procurement  and 
nonprocurement  for  each  agenc^s  debarment  and  suspension  ac- 
tions. On  February  23,  1994,  OMB  sent  to  each  participant  on  the 
Interagency  Committee  on  Debarment  and  Suspension,  including 
USDA,  a  revised  version  of  the  proposed  amendments  to  the 
nonprocurement  debarment  and  suspension  common  rule  that  are 
necessary  to  implement  Executive  Order  12689.  These  revised  pro- 
posed amendments  address  many  of  the  concerns  that  the  Depart- 
ment has  had  with  prior  renditions  of  the  nonprocurement  common 
rule.  Accordingly,  we  intend  to  join  other  agencies  in  proposing  to 
implement  Executive  Order  12689  through  joining  the  common  rule 
making. 

We  currently  are  working  cooperatively  with  OMB  to  draft  a  few 
USDA  specific  provisions  to  be  included  in  the  proposed  amend- 
ments, which  USDA  will  publish  as  part  of  the  common  rule  mak- 
ing. These  provisions  are  deemed  necessary  to  the  conduct  of  cer- 
tain USDA  programs  and  are  in  the  public  interest.  When  this 
process  has  been  completed,  we  expect  to  be  in  full  compliance  with 
all  Executive  Orders  applicable  to  debarment  and  suspension. 

USDA  has  taken,  and  continues  to  take,  debarment  and  suspen- 
sion action  under  its  current  regulations  when  necessary  to  protect 
the  integrity  of  its  programs. 

Mr.  DURBIN.  Would  you  please  provide  for  the  record  copies  of 
any  written  directives  you  have  issued  regarding  debarment? 

Secretary  Espy.  On  October  26,  1993,  I  issued  a  written  policy 
statement  to  Under  and  Assistant  Secretaries  and  heads  of  USDA 
agencies  and  offices  advising  them  to  enforce  vigorously  USDA's 
debarment  and  suspension  rules.  I  will  provide  a  copy  of  this  policy 
statement  for  the  record. 

[The  information  follows:] 
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DEPARTMENT  OF  AGRICULTURE 

OFFICE  OF  THE  SECRETARY 
WASHINGTON.  D.  C.  20290 

October  26,  1993 


MEMORANDUM  FOR  UNDER  AMD  ASSISTANT  SECRETARIES 

HEADS  OF  DEPARTMENT  AGENCIES  AND  OFFICES 

SUBJECT:      Debarment  and  Suspension  of  Participants 
in  USDA  Prograns 

This  Departnent  has  been  criticized  recently,  in  the 
media  and  elsewhere,  for  alleged  laxity  in  enforcement  of  the 
Department's  rules  regarding  debarment  and  suspension  of 
contractors  and  of  participants  in  USDA  programs.  The  rules 
adopted  by  this  Department,  which  apply  both  to  procurement 
activities  and  to  nonprocurement  relationships,  are  designed 
to  exclude  from  participation  in  USDA  programs  those  individ- 
uals who  and  entities  which,  based  on  past  experience,  have 
demonstrated  a  lack  of  integrity  or  other  bases  clearly 
supporting  their  exclusion  from  such  programs. 

It  is  my  policy  that  all  Department  officials  and 
agencies  should  enforce  vigorously  the  Department's  rules 
which  permit  the  exclusion  from  participation  in  our 
activities  —  as  contractors  or  program  participants  of  any 
kind  —  of  persons  who  clearly  demonstrate  a  lack  of 
integrity,  and  persons  who  have  fraudulently  participated  in 
such  programs  in  the  past.  To  the  extent  permitted  under  the 
law  and  our  regulations,  I  wish  to  be  assured  that  we  do  not 
do  business  with,  nor  extend  assistance  of  any  kind  to, 
individuals  and  entities  clearly  unworthy  of  participation  in 
programs  funded  with  taxpayer  dollars. 

It  is  my  understanding  that  this  Department  has  also 
been  criticized  for  its  unwillingness  in  the  past  to  join 
with  the  Executive  Branch  as  a  whole  in  adopting  and 
enforcing  the  same  debarment  and  suspension  rules  for 
nonprocurement  transactions  which  are  applied  by  most  other 
Federal  departments  and  agencies.  The  Department's  posture 
on  these  issues  was  developed  during  the  previous  Administra- 
tion, and  I  want  to  review  that  posture  carefully.  There  nay 
be  good  reasons  why  it  would  be  difficult  to  apply  these 
rules  to  some  of  the  Department's  activities,  and  I  will  be 
reviewing  the  issues  involved,  and  the  reasons  for  the 
Department's  earlier  posture,  within  the  next  several  weeks. 
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In  the  meantime,  please  remember  that  we  have  rules 
presently  in  place  which  authorize  us  to  exclude  from  our 
programs  those  persons  who  clearly  should  be  excluded.   I 
expect  all  officials  charged  with  these  responsibilities  to 
enforce  our  rules  firmly  and  fairly.   No  success  in  the 
administration  of  our  programs  is  important  enough  to  lead  us 
to  forget  the  enormous  importance  of  fiscal  and  programmatic 
integrity.   The  public's  dollars,  and  our  commitment  to 
integrity  and  efficiency  in  the  conduct  of  Federal  programs, 
are  goals  that  are  too  important  to  sacrifice. 


/J^' 


/   MIKE  ESPY 
Secretary 
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ADVISORY  COMMITTEES 

Mr.  DURBIN.  Last  year  you  advised  the  Committee  that  you  were 
reviewing  all  Advisory  Committees  to  determine  which  ones  should 
be  terminated  in  connection  with  the  President's  Executive  Order. 
What  actions  have  you  taken  during  the  past  year  to  terminate  Ad- 
visory Committees? 

Secretary  Espy.  In  response  to  the  Executive  Order,  the  Depart- 
ment has  plans  to  reduce  the  number  of  advisory  committees  by  15. 
During  the  past  year,  the  Department  terminated  2  discretionary 
committees,  the  National  Arboretum  Advisory  Council,  and  the 
Human  Nutrition  Board  of  Scientific  Counselors.  In  addition,  we 
are  in  the  process  of  reorganizing  the  10  current  Agriculture  Tech- 
nical Advisory  Committees  for  Trade — ^ATAC — into  6  committees. 
In  addition  to  these  6  discretionary  committees,  the  Department 
has  made  a  proposal  to  terminate  nine  statutory  committees  and 
will  not  establish  the  Alternative  Agriculture  Research  and  Com- 
mercialization Center  Advisory  Committee. 

Mr.  DURBIN.  Have  you  proposed  legislation  to  eliminate  any  of 
the  Advisory  Committees  that  are  required  by  law,  and  if  so,  which 
ones?  When  was  the  legislation  submitted  to  Congress  and  what  is 
its  current  status? 

Secretary  ESPY.  The  Department  presented  legislative  language 
to  0MB  to  terminate  5  committees  in  connection  with  the  Presi- 
dent's Executive  Order.  The  legislative  authority  for  the  remaining 
statutory  committees  has  already  expired.  The  Department's  legis- 
lative language  is  part  of  an  Omnibus  Bill  being  prepared  by  0MB 
to  be  presented  to  Congress.  A  list  of  the  5  committees  requiring 
legislation  will  be  provided  for  the  record. 

[This  information  follows:! 

1.  Cascade  Head  Scenic-Research  Area 

2.  Nez  Perce  National  Historic  Trail 

3.  Global  Climate  Change  Technical  Advisory  Committee 

4.  Advisory  Committee  on  Swine  Health  Protection 

5.  National  Forest  Scenic  Area  Advisory  Board 

PEER  PANELS 

Mr.  DURBIN.  Please  provide  the  Committee  with  a  list  of  all  peer 
review  panels,  committees,  commissions,  groups,  or  boards  that 
will  be  paid  for  by  each  agency,  including  the  cost  of  each. 

Secretary  EsPY.  The  Cooperative  State  Research  Service  uses 
peer  review  groups  to  review  grant  proposals.  I  will  provide  the  list 
for  the  record. 

[The  information  follows:! 

Travel,  honorarium  and  other  related  meeting  costs  totaled  $601,427  as  follows: 

Program  ^""^'1°^  P^"'  Cost 

Higher  Education  Program 

Special  Research  Grants 

National  Research  Initiative 

Small  Business  Innovative  Research  Program  

Total  50  601.427 


3 

$54,788 

11 

74,786 

28 

421,398 

8 

50,455 
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MARKET  PROMOTION  PROGRAM 


Mr.  DuRBiN.  Mr.  Secretary,  the  budget  for  fiscal  year  1995  would 
reduce  the  Market  Promotion  Program— MPP— from  $100,000,000 
to  $75,000,000  or  a  reduction  of  $25,000,000.  What  is  the  basis  for 
recommending  this  reduction? 

Secretary  EsPY.  We  are  committed  to  building  long-term  overseas 
markets  for  our  agricultural  commodities  and  products.  There  are 
a  wide  range  of  activities  which  can  contribute  to  this  effort,  in- 
cluding trade  policy  negotiations  to  remove  unfair  trade  practices 
and  reduce  overseas  barriers  to  our  products;  commercial  export 
and  food  aid  programs  which  assist  countries  to  purchase  our  prod- 
ucts; and  export  promotion  and  market  development  activities, 
such  as  those  carried  out  under  MPP. 

Given  the  questions  which  have  surrounded  MPP  in  recent  years 
and  the  fact  that  its  funding  does  not  directly  support  the  export 
of  commodities,  MPP  was  identified  as  an  appropriate  candidate  for 
reduced  funding.  At  the  same  time,  we  will  continue  to  carry  out 
MPP's  export  promotion  activities,  but  the  program  can  achieve 
greater  efficiencies  in  the  use  of  Federal  funds  to  leverage  private 
sector  commitments  for  export  promotion.  It  should  also  be  pointed 
out  that  we  are  recommending  that  funding  for  other  important  ex- 
port promotion  programs,  including  CCC  export  credit  guarantees, 
the  Export  Enhancement  Program,  and  the  Dairy  Export  Incentive 
Program,  be  continued  at  current  levels. 

Mr.  DURBIN.  As  the  Export  Enhancement  Program — EEP — is 
phased  down  under  GATT,  has  any  consideration  been  given  to  ex- 
panding the  MPP,  which  is  an  allowable  program  under  the  GATT 
agreement? 

Secretary  EsPY.  As  implementation  of  the  Uruguaj'  Round  agree- 
ment begins,  we  will  need  to  review  all  of  our  current  export  pro- 
motion programs  and  activities  to  assess  which  will  be  most  appro- 
priate and  effective  in  the  more  liberalized  trading  environment 
which  will  result  from  the  GATT  agreement.  The  1995  Farm  Bill 
will  afford  us  a  good  opportunity  to  do  this,  and  some  analysts  in 
the  Department  have  already  begun  to  consider  what  changes  may 
be  needed.  However,  we  have  not  yet  made  any  decisions. 

Mr.  DURBIN.  Has  any  consideration  been  given  to  using  EEP 
funds  for  MPP  activities  since  the  authorizing  legislation  would  ap- 
pear to  be  broad  enough  to  permit  this  use  of  funds? 

Secretary  EsPY.  We  have  not  considered  this  option  in  the  past. 
That  is  probably  due  to  the  fact  that  we  considered  EEP  absolutely 
essential  to  our  efforts  to  pressure  our  export  competitors  to  nego- 
tiate seriously  in  the  Uruguay  Round,  and  the  fact  that  MPP  was 
undergoing  serious  scrutiny  in  the  press  and  Congress  and  its  an- 
nual ftinding  level  was  declining,  not  increasing.  However,  now 
that  we  have  achieved  a  Uruguay  Round  agreement  we  will  need 
to  review  all  of  our  export  promotion  programs. 

Mr.  DURBIN.  Would  you  please  provide  for  the  record  the  annual 
amount  of  MPP  funds,  by  company  or  association,  by  year  since  the 
inception  of  the  program — including  the  Targeted  Export  Assist- 
ance Program? 

Secretary  EsPY.  Yes,  we  will  provide  that  information  for  the 
record. 
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[The  information  follows:] 
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EXPORT  ENHANCEMENT  PROGRAM 


Mr.  DURBIN.  The  fiscal  year  1995  budget  proposes  an  Export  En- 
hancement Program  of  approximately  $1,000,000,000,  the  same  as 
the  amount  estimated  for  fiscal  year  1994.  In  view  of  the  relatively 
tight  supply  situation  we  are  facing,  is  it  necessary  to  operate  EEP 
at  the  $1,000,000,000  level? 

Secretary  EsPY.  Mandated  reductions  in  the  use  of  export  sub- 
sidies are  expected  to  go  into  effect  sometime  during  1995,  as  the 
Uruguay  Round  agreement  is  implemented.  We  certainly  advocate 
limits  on  export  subsidies,  but  as  long  as  others  continue  to  use 
them,  we  will  need  to  counter  with  our  own  export  programs  so 
that  our  producers  have  the  opportunity  to  compete  in  the  world 
market. 

With  respect  to  the  program  level  for  EEP  in  fiscal  year  1995, 
we  have  based  this  estimate  on  actual  programming  during  the  last 
several  years.  The  overall  program  level  is  based  in  part  on  the 
program's  export  volume  but  also  on  the  per  unit  value  of  bonuses 
awarded.  The  bonus  in  turn  reflects  not  only  the  U.S.  price  and 
supply  situation,  but  also  the  amount  of  export  subsidies  being  of- 
fered by  our  competitors  and  their  own  supply  situation.  Since  we 
cannot  predict  exactly  what  the  European  Union  will  be  doing  with 
its  export  subsidies  next  year,  it  is  important  that  we  have  some 
flexibility  in  our  programming  to  ensure  we  remain  competitive. 
One  thing  that  we  do  know  for  certain  is  that  the  Europeans  cur- 
rently have  sizeable  stocks  of  wheat  and  other  commodities  which 
they  will  be  actively  selling  on  the  world  market. 

Mr.  DURBIN.  Has  any  consideration  been  given  to  using  EEP  to 
promote  high  value  products  in  addition  to  bulk  commodities? 

Secretary  Espy.  EEP  has  been  utilized  to  counter  European 
Union  subsidies  for  a  number  of  high  value  products.  For  example, 
EEP  has  been  used  to  improve  our  ability  to  compete  effectively 
against  subsidized  exports  of  poultry  and  eggs,  wheat  flour,  barley 
malt,  and  vegetable  oil  exports. 

Mr.  DURBIN.  Would  you  please  provide  for  the  record  the  total 
value  of  bonuses  paid,  by  exporters,  since  inception  of  EEP? 

Secretary  EsPY.  We  will  supply  that  information  for  the  record. 

[The  information  follows:] 
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Exporter  Ranking  by  Awards  Under  the  Export  Enhancement  Program 
Since  Inception  of  the  Program 


(As  of  March  2,  1994) 


EXPORTER 

1  Cargill   Inc. 

2  Continental  Grain  Company 

3  Louis  Dreyfus  Corporation 

4  Ferruzzi  Trading  U.S.A.,   Inc. 

5  Bunge  Corporation 

6  CAN  USA,   Inc. 

7  Peavey  Company 

8  Farmland  Industries,  Inc.  Grain  Div 

9  Pillsbury  Company,  The 

10  Garnac  Grain  Co.,  Inc. 

11  Artfer  Incorporated 

12  Alfred  C.  Toepfer  International,  In 

13  Tradigrain,  Inc. 

14  Harvest  States  Cooperatives 

15  AOM  Milling  Co. 

16  J.  Aron  and  Company 

17  Richco  Grain,  Ltd. 

18  Mitsubishi  International 

19  Columbia  Grain  International,  Inc. 

20  Gold  Kist,  Inc. 

21  Marubeni  America  Corporation 

22  CoprostateSv  Inc. 

23  Voest-Alpine  Trading  USA  Corp. 

24  Entrade  International,  Ltd. 

25  Mitsui  Grain  Corporation 

26  ConAgra  Poultry  Company 

27  ITOCHU  International  Inc. 

28  Bartlett  and  Company 

29  International  Multi foods  Corporatio 

30  Coomodity  Specialists  Company 

31  Amber,  Inc. 

32  Central  States  Enterprises,  Inc. 

33  Esmah  Nevada,  Inc. 

34  Nichimen  America,  Inc. 

35  Alliance  Grain,  Inc. 

36  ConAgra  Grain  Processing  Companies 

37  Nissho  Iwai  American  Corp. 

38  Land  0'  Lalces,  Inc. 

39  Mitsui  &  Co.  (U.S.A.).  Inc. 

40  American  Hariceting  Services,  Inc. 

41  Fast  Food  Merchandisers.  Inc. 

42  North  American  Trading  Corporation 

43  United  Grain  Corporation 

44  Archer  Daniels  Midland  Company 

45  Granplex,  Inc. 

46  Froedtert  Halt  Corporation 


TOTAL  BONUSES 

AWARDED  BASED  ON 

MEAN  QUANTITIES 

FOR  ALL  COMMODITIES 

$1,178,042,360.60 

$976,687,900.82 

$876,164,071.07 

$246,527,285.00 

$238,708,506.56 

$234,267,220.48 

$228,992,110.62 

$183,795,468.47 

$160,559,681.65 

$156,378,877.30 

$140,736,583.99 

$115,766,090.30 

$115,515,871.85 

$110,027,442.22 

$102,273,947.47 

$96,168,354.14 

$95,064,900.82 

$94,118,049.25 

$48,802,196.33 

$47,674,694.95 

$37,890,473.84 

$36,000,050.07 

$35,607,177.17 

$34,054,788.37 

$30,609,954.09 

$29,109,325.73 

$26,814,599.17 

$26,789,213.37 

$26,758,588.69 

$25,188,750.00 

$24,798,559.32 

$23,691,269.37 

$21,662,350.00 

$21,504,939.79 

$20,768,464.12 

$19,652,690.00 

$18,519,697.01 

$18,380,000.00 

$18,176,454.00 

$17,794,865.00 

$17,080,859.20 

$15,721,753.55 

$15,444,942.00 

$15,373,881.41 

$15,198,837.83 

$13,741,618.92 


EXPORTER'S 
PERCENTAGE  OF 

TOTAL  MEAN 
BONUSES 
AWARDED 


18.7461% 
15.5420% 
13.9424% 
3.9229% 
3.7985% 
3.7278% 
3.6439% 
2.9247% 
2.5549% 
2.4884% 
2.2395% 
1.8421% 
1.8382% 
1.7508% 
1.6274% 
1.5303% 
1.5127% 
1.4977% 
0.7765% 
0.7586% 
0.6029% 
0.5728% 
0.5666% 
0.5419% 
0.4870% 
0.4632% 
0.4267% 
0.4262% 
0.4258% 
0.4008% 
0.3946% 
0.3769% 
0.3447% 
0.3422% 
0.3304% 
0.3127% 
0.2947% 
0.2924% 
0.2892% 
0.2831% 
0.2718% 
0.2501% 
0.2457% 
0.2446% 
0.2418% 
0.2186% 
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Exporter  Ranking  by  Awards  Under  the  Export  Enhancement  Program 
Since  Inception  of  the  Program 

(As  of  March  2,  1994) 


EXPORTER 

47  Carey  Agri- International ,  Inc. 

48  TradecoRi,  Inc. 

49  USAgri  Corp. 

50  National  Sun  Industries,  Inc. 

51  Great  Western  Malting  Co. 

52  ConAgra  International  Fertilizer  Co 

53  Decoster  Egg  Farms 

54  National  Food  Corporation 

55  Balfour  MacLaine  Int'l.,  Ltd. 

56  Woodhouse  Corporation,  The 

57  Seaboard  Trading  &  Shipping  Ltd. 

58  Dolphin  Shipping  and  Trading,  Inc. 

59  Holstein-Fresian  Services,  Inc. 

60  Red  Rock  Connodities,  Ltd. 

61  Toshoicu  America,  Inc. 

62  The  Supreme  Rice  Mills,  Inc. 

63  Sunrice,  Inc. 

64  Euro-Maghrib,  Inc. 

65  Italgrani  USA,  Inc. 

66  Porlcy  Products,  Inc. 

67  Gress  Foods,  Inc. 

68  Comet  Rice,  Inc. 

69  Lu2za  Int'l.  Livestocic  Corp. 

70  Romar  International  Georgia,  Inc. 

71  Global  Rice  Corporation  Ltd. 

72  Philipp  Brothers,  Inc. 

73  OleoStates,  Inc. 

74  Schouten  USA,  Inc. 

75  Premium  Rice  Trading,  Inc. 

76  A.  Luberslcl  Inc.  DBA  Hidden  Villa  R 

77  AGP,  L.P. 

78  Gulf  Pacific  Rice  Company,  Inc. 

79  American  Poultry  Int'l.,  Ltd. 

80  Cereal  Food  Processors 

81  Hefler  and  Company 

82  CTC  North  America,  Inc. 

83  Ladlsh  Halting  Company 

84  Elders  Grain,  Inc. 

85  Rahr  Halting  Company 

86  T.K.  International,  Inc. 

87  ConAgra  International 

88  AOM  Halting  Division 

89  Exodus  Hoi  steins 

90  Woodhouse  Dralce  and  Carey  (Trading) 

91  Forum  Import-Export  Corporation 

92  Connell  Rice  and  Sugar  Co. 


EXPORTER'S 

TOTAL  BONUSES 

PERCENTAGE  OF 

AWARDED  BASED  ON 

TOTAL  MEAN 

HEAN  QUANTITIES 

BONUSES 

FOR  ALL  COMMODITIES 

AWARDED 

$13,625,850.00 

0.2168% 

$12,897,348.55 

0.2052% 

$11,492,110.00 

0.1828% 

$11,019,920.00 

0.1753% 

$10,888,241.08 

0.1732% 

$9,940,513.00 

0.1581% 

$9,886,015.44 

0.1573% 

$9,136,366.10 

0.1453% 

$8,148,363.37 

0.1296% 

$7,536,053.10 

0.1199% 

$6,453,256.00 

0.1026% 

$6,084,659.97 

0.0968% 

$5,612,170.00 

0.0893% 

$5,390,600.00 

0.0857% 

$5,080,674.00 

0.0808% 

$4,981,724.00 

0.0792% 

$4,744,960.58 

0.0755% 

$4,708,562.33 

0.0749% 

$4,624,791.62 

0.0735% 

$4,409,255.53 

0.0701% 

$3,922,523.54 

0.0624% 

$3,829,000.00 

0.0609% 

$3,645,000.00 

0.0580% 

$3,403,033.25 

0.0541% 

$3,231,785.00 

0.0514% 

$3,161,561.74 

0.0503% 

$3,078,925.00 

0.0489% 

$2,863,500.00 

0.0455% 

$2,569,225.00 

0.0408% 

$2,261,253.24 

0.0359% 

$2,182,507.60 

0.0347% 

$2,153,366.01 

0.0342% 

$2,058,553.68 

0.0327% 

$1,984,140.00 

0.0315% 

$1,852,394.20 

0.0294% 

$1,815,371.80 

0.0288% 

$1,814,532.00 

0.0288% 

$1,607,360.70 

0.0255% 

$1,592,485.09 

0.0253% 

$1,490,325.00 

0.0237% 

$1,463,488.87 

0.0232% 

$1,389,098.12 

0.0221% 

$1,275,720.00 

0.0203% 

$1,276,896.45 

0.0203% 

$1,212,001.26 

0.0192% 

$1,208,786.12 

0.0192% 

rz') 
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Exporter  Ranking  by  Awards  Under  the  Export  Enhancement  Program 
Since  Inception  of  the  Program 


(As  of  March  2,  1994) 


EXPORTER 

93  Interstate  Grain  Corporation 

94  Brown  Swiss  Enterprises,  Inc. 

95  Golden  Genes,  Inc. 

96  The  Seoul ar  Company 

97  Cargill  Rice,  Inc. 

98  Rosscape  Food  Industries 

99  Riceland  Foods,  Inc. 

100  AGP  Grain  Cooperative 

101  Chilewich  Partners 

102  Boro  Hall  Export  Corportion 

103  U.S.  Gulf  Coast  Trading  Company 

104  P.S.  International 

105  Qualcer  Run  Farms,  Inc. 

106  Tri  Valley  Growers 

107  Incotrade,  Inc. 

108  Minnesota  Malting  Co. 

109  First  Interstate  Trading  Co. 

110  Kanematsu  USA  Inc. 

111  Delcicer  North  America,  Inc. 

112  AJC  International,  Inc. 

113  DSH  Livestoclc  International,  Inc. 

114  Goldberg  Comnodities,  Inc. 

115  Horizon  International,  Inc. 

116  Tyson  Foods,  Inc. 

117  Wisconsin  Holstein  Service,  Inc. 

118  McCall  Sanders  Marlceting 

119  Midwest  Livestocic  Producers 

120  Caf crown  Limited 

121  World  Linlcs,  Incorporated 

122  Uncle  Ben's,  Inc. 

123  Hans  01  sen  Egg  Co.,  Inc. 

124  Western  Export  Services,  Inc. 

125  DeBruce  Grain,  Inc. 

126  Lanex  Foods,  Inc. 

127  United  States  Egg  Harlceters 

128  Marshall  Durbin  Farms,  Inc. 

129  Great  West  International,  Inc. 

130  Pilgrim's  Pride  Corporation 

131  Boro  Hall  International  Limited 

132  Halg  Enterprises,  Inc. 

133  M.  G.  Waldbaum  Co. 


TOTAL  BONUSES 

AWARDED  BASED  ON 

MEAN  QUANTITIES 

FOR  ALL  COMMODITIES 


EXPORTER'S 
PERCENTAGE  OF 

TOTAL  MEAN 
BONUSES 
AWARDED 


$1,199,137.08 

0.0190% 

$1,019,820.00 

0.0162% 

$1,014,284.00 

0.0161% 

$948,501.80 

0.0150% 

$939,030.00 

0.0149% 

$863,277.00 

0.0137% 

$816,390.99 

0.0129% 

$805,450.00 

0.0128% 

$793,520.00 

0.0126% 

$758,739.00 

0.0120% 

$740,700.00 

0.0117% 

$730,320.00 

0.0116% 

$600,557.25 

0.0095% 

$555,877.85 

0.0088% 

$518,402.70 

0.0082% 

$483,525.15 

0.0076% 

$461,679.16 

0.0073% 

$436,335.00 

0.0069% 

$436,000.00 

0.0069% 

$399,450.00 

0.0063% 

$370,000.00 

0.0058% 

$277,550.00 

0.0044% 

$246,914.59 

0.0039% 

$197,505.00 

0.0031% 

$185,000.00 

0.0029% 

$149,252.70 

0.0023% 

$125,520.00 

0.0019% 

$115,984.00 

0.0018% 

$85,830.00 

0.0013% 

$68,000.00 

0.0010% 

$40,126.40 

0.0006% 

$41,867.00 

0.0006% 

$31,815.00 

0.0005% 

$24,380.00 

0.0003% 

$15,120.00 

0.0002% 

$16,758.72 

0.0002% 

$15,015.00 

0.0002% 

$10,380.00 

0.0001% 

$9,400.00 

0.0001% 

$8,840.00 

0.0001% 

$2,250.00 

0.0000% 

$6,284,168,489.64 
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BUDGET  NEUTRALITY 

Mr.  DURBIN.  Given  the  short  supply  of  basic  commodities  avail- 
able for  EEP,  does  0MB  still  view  the  program  as  being  budget 
neutral? 

Secretary  Espy.  Department  analysis  has  shown  that  the  budget 
neutrality  of  EEP  is  largely  dependent  on  whether  the  program 
achieves  export  additionality — that  is,  whether  and  how  much  EEP 
increases  exports  over  the  levels  that  would  have  occurred  in  the 
absence  of  the  program.  Export  additionality  can  vary  over  time  de- 
pending upon  supply  and  demand  conditions  both  in  the  United 
States  and  competitor  countries.  The  fact  that  the  United  States 
may  have  reduced  stocks  for  some  commodities  at  the  moment  does 
not  necessarily  mean  the  program  is  not  achieving  export 
additionality  because  the  European  Union  has  substantial  stocks 
which  can  be  made  available  for  export  sale.  In  this  situation,  one 
can  argue  that  EEP  is  crucial  for  maintaining  our  export  levels.  We 
are  not  aware  that  0MB  has  determined  that  the  program  is  no 
longer  budget  neutral. 

EFFECT  OF  GATT  ON  EEP 

Mr.  DURBIN.  Would  you  please  explain  how  the  GATT  agreement 
will  impact  EEP? 

Secretary  EsPY.  The  Uruguay  Round  agreement  establishes  an- 
nual export  subsidy  ceilings,  which  are  reduced  over  the  implemen- 
tation period.  The  United  States  will  be  able  to  continue  to  operate 
EEP  on  its  current  basis  as  long  as  the  export  subsidies  do  not  ex- 
ceed these  ceilings. 

Mr.  DURBIN.  How  much  of  a  reduction  in  the  program  will  be  re- 
quired by  year  over  the  phase-down  period,  and  what  is  the  start- 
ing point  from  which  this  calculation  will  be  based? 

Secretary  EsPY.  The  United  States  is  required  to  reduce  the 
quantity  of  subsidized  agricultural  exports  by  2 1  percent  and  budg- 
etary expenditures  by  36  percent  from  the  1986-1990  average 
level.  The  stsirting  point  for  these  reductions  will  be  from  the  high- 
er of  the  average  1986-1990  level  or  the  average  1991-1992  level, 
and  will  be  made  in  equal  annual  installments  over  six  years  be- 
ginning in  1995.  We  will  supply  tables  for  the  record  which  provide 
details  on  the  annual  levels  of  permitted  export  subsidies  for  the 
United  States  on  both  a  quantity  and  expenditure  basis.  These  lev- 
els apply  to  all  of  our  export  activities  which  involve  a  subsidy,  in- 
cluding EEP,  SOAP,  COAP,the  Dairy  Export  Incentive  Program, 
and  export  sales  of  CCC-owned  dairy  products. 

[The  information  follows:] 
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GATT  Uruguay  Round  Agreement 
Permitted  Quantities  of  U.S.  Agricultural  Export  Subsidies  by  Commodity 

(1995-2000) 


Product 

1995 

1996 

1997 

1998 

1999 

2000 

Wheat/ 
flour 

20,238.3 

19.095.1 

17.951.8 

16,808.6 

15,665.3 

14,522.1 

Coarse 
grains 

1,906.3 

1,837.2 

1,768.0 

1,698.9 

1,629.7 

1,560.6 

Rice 

271.7 

225.0 

178.4 

131.8 

85.2 

38.6 

Veg.  Oil 

587.5 

498.3 

409.0 

319.8 

230.5 

141.3 

Butter 

43.0 

38.6 

34.2 

29.9 

25.5 

21.1 

NDM 

108.2 

100.2 

92.2 

84.2 

76.2 

68.2 

Cheese 

3.8 

3.7 

3.5 

3.4 

3.2 

3.0 

Other 
dairy 

12.5 

10.0 

7.5 

5.0 

2.5 

.0 

Beef 

21.5 

20.7 

19.9 

19.1 

18.4 

17.6 

Pork 

.5 

.5 

.4 

.4 

.4 

.4 

Poultry 

34.2 

33.0 

31.7 

30.5 

29.2 

28.0           1 

Live 
Cattle 

13.5 

13.0 

12.5 

12.0 

11.5 

11.0 

Eggs 

30.3 

25.6 

20.9 

16.3 

11.6 

6.9 

Fruit 

1.7 

1.4 

1.0 

.7 

.3 

0 

Figures  are  in  1,000  metric  tons,  except  for  live  cattle  (1,000  head)  and  eggs  (1,000  dozen). 
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GATT  Uruguay  Round  Agreement 
Permitted  Expenditures  for  U.S.  Agricultural  Export  Subsidies  by  Commodity 

(1995  -  2000) 

(Dollars  in  Thousands) 


Product 

1995 

1996 

1997 

1998 

1999 

2000 

Wheat/ 
flour 

765,499.2 

685,162.3 

604,825.4 

524,488.5 

444,151.5 

363,814.6 

Coarse 
grains 

67,735.5 

63,411.9 

59,088.4 

54,764.8 

50,411.3 

46,117.8     1 

Rice 

15,705.9 

13,038.5 

10.371.1 

7,703.7 

5,036.3 

2,368.9 

Veg.  OU 

52,959.5 

45.184.2 

37,408.9 

29,633.5 

21,858.2 

14,082.9 

Butter 

44,792.8 

41.933.7 

39.074.6 

36,215.4 

33,356.3 

30,497.2 

NDM 

121,118.9 

113,387.9 

105,656.9 

97,925.9 

90,194.9 

82,463.9 

Cheese 

5,339.8 

4,999.0 

4,658.2 

4,317.3 

3,976.5 

3,635.6 

Other 
dairy 

14,374.1 

11,503.5 

8,632.9 

5,762.2 

2,891.6 

20.9 

Beef 

33,520.1 

31,380.5 

29.240.9 

27,101.3 

24,961.7 

22,822.2 

Pork 

730.0 

683.5 

636.9 

590.3 

543.7 

497.1 

Poultry 

21,377.4 

20,012.9 

18,648.4 

17,283.9 

15,919.3 

14,554.8 

Live 
CatUe 

17,450.8 

16,337.0 

15,223.1 

14,109.2 

12,995.3 

11,881.4 

Eggs 

7,587.9 

6,391.2 

5,194.5 

3,997.9 

2,801.2 

1,604.5 

Fniit 

189.9 

152.0 

114.0 

76.0 

38.0 

0 
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SOAP  AND  COAP 


Mr.  DURBIN.  Will  EEP  be  used  to  continue  SOAP  and  COAP  ini- 
tiatives? 

Secretary  Espy.  As  in  the  past,  sales  of  both  sunflower  oil  and 
cottonseed  oil  will  be  eligible  for  bonuses  under  EEP  initiatives  for 
vegetable  oils. 

SALES  OF  THE  FORMER  SOVIET  UNION 

Mr.  DURBIN.  Please  provide  for  the  record  a  table  that  shows  the 
quantity  of  commodities  sold  to  the  countries  of  the  former  Soviet 
Union  under  EEP  during  fiscal  years  1992,  1993,  and  to  date  for 
fiscal  year  1994.  Please  indicate  the  value  of  the  bonus  for  each  of 
these  sales. 

[The  information  follows:] 

U.S.  EXPORTS  TO  THE  FORMER  SOVIET  UNION  FOR  WHICH  EEP  BONUSES  HAVE  BEEN  AWARDED 


Volume  (metric  tons) 


Bonus 


Fiscal  year  1992: 

Feed  grains 

Rice 

Vegetable  oil 

Wheat 

Total  

Fiscal  year  1993: 

Barley  malt 

Feed  grains  

Wheat 

Total 

Fiscal  year  1994  {as  of  March  3,  1994):  wheat 


299,500 

55,000 

86,310 

8,417,745 


80 

120,000 
2,820,482 


339,800 


10,203,255 

4,007,200 

5,364,410 

349,596,280 


369,171,145 


$11,880 

2,806,400 
114,251,636 


117,069,916 


21,126,316 


SALES  TO  CHINA 

Mr.  DURBIN.  Would  you  also  please  provide  for  the  record  a  table 
that  lists  the  commodities  sold  to  China  under  EEP  during  fiscal 
years  1992,  1993,  and  to  date  for  fiscal  year  1994?  Please  indicate 
the  bonus  paid  on  each  of  these  sales,  by  commodity. 

U.S.  EXPORTS  TO  CHINA  FOR  WHICH  EEP  BONUSES  HAVE  BEEN  AWARDED 


Volume  (metric  tons) 

Bonus 

Fiscal  year  1992: 

Vegetable  oil 

20,000 

$1,093,600 

Wheat 

1,699,400 

90,538,934 

Total  

91,632,534 

Fiscal  year  1993:  Wheat  

Fiscal  year  1994  (as  of  March  3,  1994):  wheat  .... 

2,796,195 
815,000 

119,194,832 
53,472,250 

VIETNAM 

Mr.  DURBIN.  Now  that  trade  is  authorized  with  Vietnam,  how  is 
that  viewed  as  a  potential  market  for  U.S.  commodities?  You  might 
discuss  that  both  in  terms  of  bulk  commodities  and  high  value  com- 
modities. 
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Secretary  EsPY.  We  believe  there  could  be  significant  market  de- 
velopment potential  for  U.S.  agricultural  commodities  and  products 
in  Vietman.  Vietnam's  agricultural  imports  in  1992  were  over  $21.3 
million.  The  Vietnamese  Government's  goal  is  to  double  per  capita 
income  by  the  end  of  this  decade;  this  implies  a  Gross  Domestic 
product  growth  rate  of  between  8  and  10  percent  per  year.  In  1992, 
the  GDP  growth  rate  is  estimated  to  have  been  8.3  percent.  In 
order  to  achieve  their  goal  by  the  end  of  the  decade,  substantially 
increased  foreign  investment  and  trade  will  be  critical. 

Commodities  which  might  offer  market  development  potential  for 
the  United  States  include  wheat  flour  for  which  Vietnam's  import 
demand  has  been  rising  steadily — reaching  $49  million  in  1992 
compared  to  $8.5  million  in  1986.  The  European  Union  supplies 
nearly  50  percent  of  its  current  wheat  flour  imports.  There  is  also 
a  potential  feed  grain  market  to  supplement  the  current  use  of  feed 
rice  in  livestock  production — mostly  pigs  and  chicken.  Beyond  the 
feed  grain  market,  there  is  a  potential  market  for  direct  exports  of 
U.S.  meat  and  poultry  if  rising  income  drives  up  demand  for  meat 
faster  than  domestic  production  increases.  The  World  Bank  esti- 
mates there  are  prospects  for  rising  meat  consumption  since  Viet- 
nam has  a  very  low  consumption  level  at  present. 

There  are  reports  that  Vietnam  may  follow  its  Asian  neighbors 
in  expanding  textile  exports  which  implies  a  need  for  cotton  im- 
ports. There  may  also  be  potential  for  oilseed  products  and  greater 
demand  for  consumer  foods,  including  fresh  fruits,  soft  drinks,  and 
other  branded  processed  foods  for  the  urban  population  and  tourist 
trade.  In  this  regard,  it  is  interesting  to  note  that  many  U.S. 
consumer  products  already  have  a  widespread  presence  in  Vietnam 
due  to  trade  through  third  parties  based  in  Singapore  and  Hong 
Kong.  Washington  state  apples  are  already  available  on  the  black 
market. 

Mr.  DURBIN.  Will  Vietnam  be  eligible  for  EEP  bonuses? 

Secretary  Espy.  Consideration  of  USDA  export  programs  for 
Vietnam  are  probably  premature  at  this  point  given  the  extremely 
important  issues  not  related  to  agriculture  that  our  2  governments 
are  addressing.  An  EEP  initiative  for  Vietnam  for  any  product  is 
not  likely  in  the  near  term. 

CCC  CREDIT  GUARANTEES  TO  POLAND 

Mr.  DURBIN.  CCC  assumed  approximately  $2,000,000,000  in 
loans  on  which  the  Communist  Government  of  Poland  defaulted. 
The  loans  were  later  rescheduled.  What  is  the  current  amount  of 
debt  CCC  holds  in  connection  with  those  rescheduled  loans  to  the 
Government  of  Poland? 

Secretary  Espy.  The  Commodity  Credit  Corporation  currently 
holds  $1.7  billion  of  debt  owed  by  the  Government  of  Poland  as  a 
result  of  the  CCC  export  credit  programs.  This  amount  is  scheduled 
to  be  reduced  to  $1.0  billion  as  early  as  March  31,  1994,  if  all  of 
the  terms  and  conditions  of  the  1991  Paris  Club  rescheduling 
agreement  with  Poland  are  met.  The  debt  reduction  for  Poland  was 
authorized  by  provisions  of  the  Foreign  Operations,  Export  Financ- 
ing, and  Related  Programs  Appropriations  Act  of  1991. 
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Mr.  DuRBlN.  During  the  past  year  have  any  export  credit  guaran- 
tees been  made  available  to  facilitate  sales  of  agricultural  commod- 
ities to  Poland. 

Secretary  Espy.  No  CCC  export  credit  guarantees  have  been 
made  available  for  Poland. 

Mr.  DuRBiN.  Are  there  any  plans  for  sales  in  the  future  to  the 
Government  of  Poland  using  CCC  export  credit  guarantees? 

Secretary  EsPY.  We  have  no  plans  at  this  point  to  make  any 
credit  guarantees  available  to  the  Grovemment  of  Poland. 

CCC  CREDIT  GUARANTEES  TO  IRAQ 

Mr.  DURBIN.  How  much  has  CCC  assumed  in  the  way  of  credit 
guarantees  to  Iraq  that  were  defaulted  on  by  the  Iraq  Government? 

Secretary  Espy.  To  date,  CCC  has  assumed  nearly  $1.7  billion  in 
defaulted  CCC  export  credit  guarantees  for  Iraq. 

Mr.  DURBIN.  What  CCC's  potential  exposure  after  all  of  the  loans 
come  due? 

Secretary  EsPY.  Once  all  claims  have  been  paid,  CCC  will  have 
paid  out  just  under  $2.2  billion  for  export  credit  guarantees  made 
available  to  Iraq. 

Mr.  DURBIN.  Are  any  sales  of  agricultural  commodities  being 
made  to  Iraq,  either  through  straight  commercial  transactions  or 
with  government  assistance  through  the  credit  guarantee  programs 
of  other  programs? 

Secretary  EsPY.  At  present,  there  are  no  government  programs, 
with  Iraq,  and  we  know  of  no  commercial  exports  to  Iraq. 

ST.  PETERSBURG  MODEL  FARM 

Mr,  DURBIN.  Please  describe  for  the  Committee  what  is  the  cur- 
rent status  of  the  model  farm  outside  of  St.  Petersburg,  Russia. 
What  are  the  plans  for  the  future  of  the  farm? 

Secretary  EsPY.  The  model  farm  is  functioning  as  designed  and 
is  meeting  with  some  success  in  teaching  21  Russian  farm  families 
the  elements  of  private  farming.  The  Department  is  now  in  the 
process  of  sending  several  short-term  specialists  to  provide  inten- 
sive training  in  areas  such  as  cooperatives,  farm  management,  and 
fruit  and  vegetable  propagation.  Also,  the  Extension  Service  will  be 
assembling  a  manual  detailing  the  process  of  setting  up  model 
farms  for  organizations  interested  in  similar  projects,  and  a  sepa- 
rate manual  detailing  the  steps  to  farm  privatization  and  the  les- 
sons learned  from  the  model  farm  for  other  Russian  farmers  who 
are  in  the  process  of  privatizing  or  would  like  to. 

Mr.  DuRBiN.  This  farm  is  supported  with  CCC  funds  as  author- 
ized by  section  1542(d)  of  the  1990  FACT  Act.  How  much  has  been 
spent  on  this  farm  to  date,  by  fiscal  year,  and  what  is  the  esti- 
mated budget  for  fiscal  year  1994  and  1995? 

Secretary  EsPY.  During  fiscal  year  1992,  $1.5  million  was  allo- 
cated for  the  model  farm  project,  and  an  additional  $1.0  million 
was  allocated  in  fiscal  year  1993.  Because  a  portion  of  these  funds 
remains  available  to  support  the  project,  no  further  funding  has 
been  allocated  in  fiscal  year  1994,  and  no  funding  is  planned  for 
fiscal  year  1995.  As  of  December  31,  1993,  expenditures  of 
$671,000  had  been  made  on  the  model  farm  project. 
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Mr.  DURBIN.  Section  1542(d)  of  the  1990  Farm  Bill  also  author- 
izes sharing  of  U.S.  agricultural  expertise  with  emerging  democ- 
racies. Would  you  please  provide  for  the  record  a  list  of  the  tech- 
nical assistance  activities  for  each  country  during  fiscal  year  1992, 
1993,  and  the  current  estimate  for  fiscal  year  1994? 

Secretary  EsPY.  We  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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U.S.  DEPARTMENT  OF  AGRICULTURE 
Emerging  Democracies  Program:  Projects  and  Activities  List 
FISCAL  YEARS  1991-1992 


Country/ 
Region 

Project/Activity 

=    S3=    =    3=:    =    =    =    =    S    = 

Funding 
Allocation 

1.   NIS 

NIS 

Agricultural  Training  Fellowships 

$2,463,000 

NIS 

Grain  Importers  Training 

$  500.000 

Russia, 

Kazakhstan, 

Belarus 

Loaned  Executive  Program 

$   166,000 

Russia, 

Ukraine, 

Kazakhstan 

Agricultural  Wholesale 
Markets 

$   800,000 

Russia 

Model  Farm  Community 

$1,470,000 

Russia 

Resident  Policy  Advisor 

$  370.000 

Kazakhstan 

Resident  Policy  Advisor 

$   200.000 

*  Total  NIS 

$5,969,000 

II.  EASTERN  EUROPE 

Poland 

Marketing,  Testing  of 

$   113.000 

Poland 

Hungary 

Czech  Republic, 
Slovakia 

Czech  Republic, 
Slovakia 

Czech  Republic. 
Slovakia 


Perishable  Products 

Business  Plan  Training 

Trade,  Investment  Assessment 

Sector  Assessment:  Banking. 
Finance  (Agriculture) 

Farm  Managers  Training 


Bank  Managers,  Loan  Officers 
Training 


$  302.000 

$  325.000 

$  85.000 

$  167.000 

$  457.000 
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ich  Republic 

Bulgaria 

Bulgaria 

Bulgaria 
Bulgaria 

Bulgaria 

Baltics 

Baltics 
Eastern  Europe 


Wholesale  Market  Development 

Sector  Assessment:   Fruits 
and  Vegetat)les 

Fruits.  Vegetables:   Grades 
and  Standards.  Market  News 

ReskJent  Policy  Advisor 

Fruit.  Vegetable  Processors 
Training 

Fruit.  Vegetable  Marketing 
and  Processing  Training 

Sector  Assessment:   Poultry, 
Dairy  and  Livestock,  Feed 

Poultry  Sector  Development 

Agricultural  Training  Fellowships 
(Regional) 


$     4,000 
$   117.000 

$   400.000 

$  335,000 
$  210.000 

$  250.000 

$  305.000 

$  299.000 
$  500.000 


*  Total  EASTERN  EUROPE 


$3,869,000 


III.   LATIN  AMERICA 

Nicaragua 

Nicaragua 


Sector  Assessment:   Livestock 

Livestock  Sector  Policy 
Training 


$   105,000 
$   109,000 


*  Total  LATIN  AMERICA 


$  214,000 


TOTAL,  FY  1991-92 


$10,052,000 
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FISCAL  YEAR  1993 


Country/ 

Funding 

Region 

Project/Activity 

Allocation 

1.   NIS 

MS 

Agricultural  Training  Fellowships 

$1,000,000 

Russia, 

Loaned  Executive  Program 

$   100,000 

Kapakhstan, 

Belarus 

Russia 

Far  East  Agribusiness  Trade 
and  Investment  Assessment 

$  340,000 

Russia 

Model  Farm  Community 

$1,000,000 

Russia 

Model  Farm-Tatarstan/TATNEFT 

$  303,000 

Russia 

Wholesale  Market  Follow  Up 
(Moscow) 

$    85.000 

Russia 

Russia 
Russia 

Russia 

Russia 

Russia 

Russia 

Russia 

Kazakhstan 

Kazakhstan 


Wholesale  Market  Development/  $  200,000 

Market  Operations 

SL  Petersburg  Port  $   130,500 

Marketing  internships  $    60,000 

(Moscow) 

Handbooks  -  Marketing,  $    85.000 

Storage  and  Handling 

Wholesale  Market  Development/  $  300,500 

Market  Information  System 

Market  Intelligence  System  $  700,000 

(Belgorod  Region) 

Agricultural  Commodity  $  546,000 

Exchange 

Agribusiness  Linkage  Program  $1,200,000 

Market  Information  (Almaty)  $    70,000 

Resident  Policy  Advisor  $  440,000 
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line 

Ukraine 


Marketing  Short  Course  (Kiev)  $    35,000 

Reskjent  Policy  Advisor  $  550.000 


•  Total  NIS 

$7,145,000 

II.  EASTERN  EUROPE 

Poland 

Perishable  Products 

$    50.000 

Poland 

Business  Plan  Training 

$  485.000 

Poland 

Agricultural  Training  Fellowships 

$    93,000 

Hungary 

Trade.  Investment  Assessment 
Follow  Up 

$    58.000 

Czech  Republic 

Wholesale  Market  Development 

$     17,000 

Bulgaria 

ReskJent  Agricultural  Advisor 

$   445,000 

Baltics 

Dairy  Sector  Development 

$   300,000 

Baltics 

Technical  Assistance  in 
Dairy  Genetics/Resident 
Advisor 

$   339.000 

Eastern  Europe 

Agricultural  Training  Fellowships 
(Regional) 

$  600,000 

*  Total  EASTERN  EUROPE 

$2,387,000 

III.   LATIN  AMERICA 
El  Salvador 
Nicaragua 


Trade.  Investment  Assessment  $  100,000 

Animal  Genetics,  Poultry  $  105.000 

Management  Training 


Totals  LATIN  AMERICA 


$  205.000 


TOTAL,  FY  1993 


$9,737,000 
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(Projects  Approved  to  Date) 

Country/ 
Region 


FISCAL  YEAR  1994 


Project/Activity 


Funding 
Allocation 


I.   NIS 
Russia 

Russia 

Belarus 


Agricultural  Commodity  $  850,000 

Exchange 

Model  Farm-Tatarstan/TATNEFT  $  300.000 

Follow-Up 

Resident  Agricultural  Advisor  $  370.000 


Total  NIS  $1,520,000 


II.    EASTERN  EUROPE 
Poland 

Poland 

Czech  Republic 
Czech  Republic 
Romania 


Wood  Frame  Housing  $  34.000 
Construction  Seminar 

Market  News  for  Pork,  Beef  $  255.000 

Food  Marketing  Workshop  $  73,000 

Wholesale  Market  Development  $  500.000 

Agribusiness  Opportunity  $  51.000 
Mission 


•  Total  EASTERN  EUROPE  $  913.000 


III.   LATIN  AMERICA 
El  Salvador        > 

Nicaragua 


Grocery  Sector,  Consumer-  $  150.000 

Ready  Products 

Livestock.  Poultry,  Aquaculture  $  155.000 


*  Total  LATIN  AMERICA  $  305.000 


TOTAL  APPROVED  TO  DATE,  FY  1994 


$2,738,000 
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COST  OF  EMERGING  DEMOCRACIES  PROGRAM 

Mr.  DURBIN.  You  are  spending  approximately  $10,000,000  on 
these  activities.  Are  these  a  direct  reimbursement  to  the  agencies 
out  of  CCC  funds? 

Secretary  Espy.  The  Foreign  Agricultural  Service  manages  the 
emerging  democracy  program  and  engages  other  USDA  agencies  to 
carry  out  various  activities  through  reimbursable  agreements.  In 
some  cases,  FAS  has  entered  into  contracts  with  private  sector 
groups  to  carry  out  some  of  these  activities,  so  not  all  of  the  work 
is  being  done  by  USDA  agencies.  These  activities  are  initially  fund- 
ed by  FAS,  which  is  in  turn  reimbursed  by  CCC. 

GSM- 102  AND- 103 

Mr.  DURBIN.  The  CCC  export  credit  guarantee  programs  provide 
for  a  U.S.  government  guarantee  of  private  financing  of  foreign 
sales  by  U.S.  exporters.  The  Agricultural  Trade  Act  of  1978,  as 
amended,  provides  not  less  than  $5,000,000,000  per  year  in  GSM- 

102  guarantees  and  not  less  than  $500,000,000  per  year  in  GSM- 

103  guarantees.  The  annual  costs  of  these  programs,  in  terms  of 
subsidy  cost,  is  approximately  $400,000,000  per  year.  During  the 
budget  process,  to  what  extent  were  the  costs  of  these  programs 
considered  in  relation  to  cost  of  other  programs  that  help  to  move 
U.S.  agricultural  commodities,  such  as  the  P.L.  480  program  or  the 
MPP  program,  both  of  which  were  reduced  below  the  fiscal  year 
1994  level? 

Secretary  EsPY.  Whenever  a  budget  is  developed,  there  are  nu- 
merous factors  which  must  be  taken  into  account  and  which  help 
determine  the  final  proposals  submitted  to  Congress.  Some  of  these 
factors  are  unique  to  individual  programs,  while  others  affect  all  of 
the  programs  you  mentioned — CCC  export  credit  guarantee  pro- 
grams, P.L.  480,  and  MPP.  Among  the  most  important  of  the  fac- 
tors we  considered  are  the  following.  First,  annual  minimum  pro- 
gram levels  for  CCC  export  credit  guarantees  were  established  in 
the  course  of  developing  the  1990  Farm  Bill.  We  decided  early  on 
that  we  would  submit  a  budget  which  complied  with  these  mini- 
mum levels,  and  we  have  done  so. 

Second,  in  terms  of  budget  costs  the  export  credit  guarantee  pro- 
grams have  relatively  lower  costs  than  either  P.L.  480  or  MPP.  The 
estimated  subsidy  rate  for  the  guarantees  is  7  percent,  while  for 
P.L.  480  Title  I  direct  credit  it  is  over  80  percent,  and  for  Title  II 
donations  and  Title  III  grants  it  is  100  percent.  In  addition,  the 
P.L.  480  programs  have  very  high  transportation  costs  associated 
with  them,  including  the  costs  of  cargo  preference.  Cargo  pref- 
erence and  its  costs  do  not  apply  to  the  guarantees.  MPP  is  a  grant 
program  so  it  can  be  argued  that  it  also  has  a  100  percent  subsidy. 
Moreover,  MPP  pajrments  do  not  directly  support  the  export  of 
commodities  as  CCC  export  credit  guarantees  do.  While  we  are  con- 
fident MPP  helps  in  building  markets  and  promoting  future  sales, 
the  guarantee  programs  result  in  immediate  sales. 

The  manner  in  which  the  budget  accounts  are  structured  is  an- 
other factor  that  must  be  considered  as  the  budget  is  developed. 
CCC  export  credit  guarantees  are  categorized  as  mandatory  spend- 
ing and  are  within  the  agriculture  account  of  the  budget.  The  P.L. 
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480  program  is  discretionary  spending  and,  by  law,  is  part  of  the 
international  affairs  account.  A  reduced  level  for  P.L.  480  program- 
ming has  been  proposed  for  reasons  which  are  unique  to  its  own 
account,  including  the  need  to  accommodate  increased  funding  for 
other  priority  international  activities.  Similar  to  CCC  export  credit 
guarantees,  MPP  is  categorized  as  mandatory  spending  and  is  part 
of  the  agriculture  account.  However,  since  MPP  is  a  grant  not  a 
credit,  with  an  implied  100  percent  subsidy,  it  is  a  more  efficient 
use  of  Federal  funds  to  provide  export  credit  guarantees  at  a  7  per- 
cent subsidy.  Moreover,  given  past  criticisms  of  MPP  and  current 
efforts  to  improve  its  operation,  it  is  not  surprising  that  the  budget 
would  propose  a  cutback  in  its  funding  level  while  maintaining 
CCC  export  credit  guarantees  at  their  current  level. 

Mr.  DURBIN.  Would  you  please  list  for  the  record  for  FY  1992  and 
1993  the  countries  that  have  been  the  major  recipients  of  GSM- 102 
and  GSM- 103,  the  commodities  and  the  value  of  the  commodities 
that  were  sold  to  those  countries? 

Secretary  EsPY.  We  will  provide  that  information  for  the  record. 

[The  information  follows:] 
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CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  (GSM-102  and  GSM-103) 

FY  1992  AND  FY  1993  REGISTRATIONS,  LARGEST  EXPORT  PROGRAMS 

BY  COUNTRY  AND  COMMODITY 

(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

FY  1992 

FY  1993 

GSM-102 

Algeria 

Cotton 

1.90 

8.45 

Algeria 

Dairy  Products 

97.00 

117.30 

Algeria 

Feed  Grains 

98.40 

108.30 

Algeria 

Planting  Seeds 

16.00 

3.90 

Algeria 

Protein  Meals 

53.50 

54.30 

Algeria 

Pulses 

11.30 

6.10 

Algeria 

Rice 

8.70 

3.80 

Algeria 

Tallow/Greases 

13.90 

17.70 

Algeria 

Veg.  Oil 

80.22 

84.60 

Algeria 

Wheat 

141.00 

116.10 

Algeria 

Wood  Products 

17.50 

18.20 

Algeria 

Wood  Pulp/Wood  Chips 

13.90 

14.49 

Algeria 

Sub-Total 

553.32 

553.24 

Korea 

Cotton 

195.40 

241.80 

Korea 

Feed  Grains 

62.10 

27.80 

Korea 

Hides  and  Skins 

7.80 

11.00 

Korea 

Oilseeds 

44.90 

56.40 

Korea 

Tallow/Greases 

6.10 

5.10 

Korea 

Wheat 

155.00 

174.90 

Korea 

Wood  Products 

6.90 

2.00 

Korea 

Sub-Total 

478.20 

519.00 

Mexico 

Almonds 



0.30 

Mexico 

Barley  Malt 

8.80 

21.40 

Mexico 

Com 

71.20 

29.10 

Mexico 

Com  Products 

1.20 

— 

Mexico 

Cotton 

20.30 

45.00 

Mexico 

Feed  Grains 

395.70 

334.40 

Mexico 

Fnjits,  Fresh 

- 

1.00 
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CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  {GSM-102  and  GSM-103) 

FY  1992  AND  Pf  1993  REGISTRATIONS,  LARGEST  EXPORT  PROGRAMS 

BY  COUNTRY  AND  COMMODITY 

(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

FY  1992 

FY  1993 

GSM-102  -  continued 

Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 
Mexico 

Hides  and  Skins 

Hops 

Meat,  Frozen  and/or  Chillec 

Milk,  Fluid  or  Dry 

Oilseeds 

Planting  Seeds 

Protein  Meals 

Pulses 

Rice 

Table  Eggs 

Tallow/Greases 

Veg.  Oil 

Wheat 

Wood  Products 

Wood  Pulp/Wood  Chips 

1.50 

50.10 

454.70 

0.40 

100.00 

0.70 

22.40 

4.00 

19.50 

24,10 

51.60 

32.80 

49.80 

2.60 

2.30 
87.00 

0.30 
426.00 

0.30 
99.20 

0.40 
16.10 

1.80 
23.70 
73.10 
111.80 
28.90 
36.50 

Mexico 
Pakistan 

Sub-Total 

Wheat 

1,308.80 

250.00 

1,341.20 

163.30 

Pakistan 

Russia 
Russia 
Russia 
Russia 
Russia 
Russia 
Russia 

Sub-Total 

Feed  Grains 

Meat,  Frozen  Poultry 

Protein  Meals 

Tallow 

Veg.  Oil 

Wheat 

Wheat/Wheat  Flour 

250.00 

???.52 

125.09 
28.25 
17.25 

250.71 

163.30 

234.20 
30.00 
40.00 

108.80 

Russia 

Sub-Total 

643.82 

413.00 
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CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  (GSM-102  and  GSM-103) 

FY  1992  AND  FY  1993  REGISTRATIONS,  LARGEST  EXPORT  PROGRAMS 

BY  COUNTRY  AND  COMMODITY 

(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

FY  1992 

FY  1993 

GSM'102  -  continued 

Former  Soviet  Union 

Almonds 

4,89 

Former  Soviet  Union 

Feed  Grains 

498,81 

_ 

Former  Soviet  Union 

Hops 

5.17 



Former  Soviet  Union 

Meat,  Frozen  Poultry 

17.98 

_ 

Former  Soviet  Union 

Protein  Meals 

310.10 

_ 

Former  Soviet  Union 

Rice 

7.96 

_ 

Former  Soviet  Union 

Sovbeans 

122.30 

-_ 

Former  Soviet  Union 

Veg.  Oil 

56.77 

... 

Former  Soviet  Union 

WheatAA/heat  Flour 

807.96 

- 

Former  Soviet  Union 

Sub-Total 

1,831.94 

- 

Ukraine 

Feed  Grains 

38.57 

90.00 

Ukraine 

Rice 

4.96 

— 

Ukraine 

Wheat 

65.49 

- 

Ukraine 

Sub-Total 

109.02 

90.00 

Venezuela 

Barley  Malt 

, 

0.60 

Venezuela 

Cotton 

.» 

1.00 

Venezuela 

Feed  Grains 

6.50 

22.50 

Venezuela 

Oilseeds 

23.20 

23.40 

Venezuela 

Protein  Meals 

24.60 

24.80 

Venezuela 

Tallow/Greases 

0.70 

0.30 

Venezuela 

Veg.  Oil 

— 

4.00 

Venezuela 

Wheat 

42.40 

60.00 

Venezuela 

Sub-Total 

97.40 

136.60 

^--^                  -^^^^^1^ 

^^^I^^MWMBWHI 

GSM-102  TOTALS... 

1                  5.272,50 

3,216^34 1 

:...iij.iL:..j..Tiiii.ifiiilii)iii[iii.l 

77-965    0—94- 
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CCC'S  COMMERCIAL  EXPORT  CREDIT  PROGRAMS  (GSM-102  and  GSM-103) 

FY  1992  AND  FY  1993  REGISTRATIONS,  LARGEST  EXPORT  PROGRAMS 

BY  COUNTRY  AND  COMMODITY 

(MILLION  DOLLARS) 


COUNTRY 

COMMODITY 

FY  1992 

FY  1993 

GSM- 7  03 

Algeria 
Algeria 

Feed  Grains 
Wheat 

27.30 

25.50 
13.60 

Algeria 

Morocco 
Morocco 

Sub-Total 

Feed  Grains 
Wheat 

27.30 

1.80 
16.30 

39.10 

19.90 
149.10 

Morocco 

Tunisia 
Tunisia 

Sub-Total 

Feed  Grains 
Wheat 

18.10 

11.30 
11.50 

169.00 

14.20 

Tunisia 

Sub-Total 

22.80 

14.20 

1 

GSM-103  TOTALS  ... 

1                         68.20 

1                       222.30 

iiia^^MW^ffit:.^g:g^^:g^-^ 

»-    ■,  -••r"mss-ms':;'::'::mm-i..:'-,: 

- 

-    - 
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FOOD  IRRADIATION 


Mr.  DURBIN.  Mr.  Secretary,  earlier  we  mentioned  irradiation. 
You  have  taken  a  personal  interest  in  food  safety  issues.  You  have 
moved  to  increase  meat  and  poultry  inspection  after  the  E.  coli  out- 
break in  the  Pacific  Northwest  last  year.  There  are  many  patho- 
gens that  cause  problems  in  the  food  supply,  most  notably,  sal- 
monella, campylobactor,  listeria,  and  E.  coli.  It  has  been  said  one 
way  to  solve  this  problem,  or  at  least  greatly  reduce  it,  would  be 
the  greater  use  of  irradiation  of  food.  What  role  do  you  see  the  De- 
partment plajdng  with  respect  to  the  irradiation  of  food? 

Secretary  Espy.  We  will  support  any  food  processing  system  that 
will  protect  the  consumer  food  borne  illness,  including  irradiation. 
To  that  end,  USDA  will  support  any  private  sector  petition  made 
to  the  Food  and  Drug  Administration  for  approval  of  irradiation  of 
red  meat  products.  FDA  approval  has  already  been  given  for  irra- 
diation of  pork  and  poultry  products. 

Mr.  DURBIN.  Will  the  Department  of  Agriculture  be  promoting 
the  use  of  irradiation  as  part  of  your  food  safety  campaign? 

Secretary  Espy.  USDA  currently  makes  available  to  the  general 
public  an  irradiation  information  packet,  as  well  as  several  bro- 
chures, that  address  irradiation  of  food  products.  This  information 
attempts  to  dispel  many  myths  about  irradiation  and  explains  the 
basic  theorj'  of  food  irradiation. 

Mr.  DURBIN.  In  what  countries  of  the  world  are  irradiated  foods 
commonly  sold  and  what  are  the  foods? 

Secretary  Espy.  Irradiated  foods  are  sold  in  29  countries  other 
than  the  United  States.  They  include  Algeria,  Argentina,  Ban- 
gladesh, Belgium,  Brazil,  Canada,  Chile,  China,  Cuba,  Denmark, 
Finland,  France,  Hungary,  India,  Indonesia,  Iran,  Israel,  Korea, 
Mexico,  Netherlands,  Norway,  Philippines,  Poland,  South  Africa, 
Thailand,  Ukraine,  United  Kingdom,  Viet  Nam,  and  Yugoslavia. 

Irradiated  foods  that  are  commonly  sold  include  apples,  beans, 
black  pepper,  Chinese  sausage,  Chinese  wine,  cocoa  beans  and 
powder,  deep  frozen  foods,  dehydrated  vegetables,  dried  fish,  dry 
food  ingredients,  egg  powder,  fermented  pork,  frog  legs,  forzen  sea- 
food, fruit,  garlic,  onions,  potatoes,  poultry,  pulses,  rice,  sauages, 
spices,  spinach,  strawberries,  vegetable  seasonings,  and  wine  cork. 

Mr.  DuRBlN.  Spices  used  in  the  United  States  have  been  irradi- 
ated for  years.  How  does  the  level  of  irradiation  used  on  spices 
compare  with  the  level  that  would  be  used  on,  say,  poultry  or 
produce  or  seafood? 

Secretary  Espy.  Approximately  20  percent  of  the  spices  sold  com- 
mercially in  the  United  States  are  irradiated.  The  level  of  irradia- 
tion used  for  spices  is  30  kilograys.  The  level  of  irradiation  for  poul- 
try, seafood,  and  produce  ranges  from  1  to  20  kilograys. 

ETHANOL 

Mr.  DURBIN.  The  recent  Environmental  Protection  Agency  pro- 
posal that  requires  30  percent  of  reformulated  gasoline  mandated 
by  the  Clean  Air  Act  contained  renewable  additives,  such  as  etha- 
nol.  What  is  the  estimated  amount  of  com  that  will  be  used,  per 
year,  as  a  result  of  this  decision? 
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Secretary  EsPY.  We  estimate  that  about  200  million  bushels  of 
corn,  per  year,  will  be  used  as  a  result  of  the  EPA  proposal. 

ETHANOL 

Mr.  DURBIN.  What  is  the  Department's  total  effort  with  regard 
to  ethanol?  Would  you  please  provide  for  the  record  the  various 
programs  of  the  agencies,  indicating  the  work  they  are  doing  and 
how  much  they  are  spending? 

[The  information  follows:! 

USDA  provides  a  total  of  $5.6  million  to  support  research  on  ethanol.  Research 
is  conducted  in  Federal  labs  operated  by  the  Agricultural  Research  Service  and  the 
Forest  Service  and  through  grants  to  universities  through  the  Cooperative  State  Re- 
search Service.  These  agencies  are  pursuing  a  wide  range  of  projects,  including  work 
on  feedstocks,  improved  conversion  technologies  and  development  of  co-products  to 
increase  the  total  value  of  production.  In  addition  to  research,  we  have  a  staff  with- 
in the  Economics  area  that  is  dedicated  to  coordination  of  energy  issues  within  the 
Department  and  on  a  govemmentwide  basis.  The  staff  has  been  heavily  involved  in 
regulatory  issues  affecting  the  status  of  ethanol  under  the  Clean  Air  Act  and  pro- 
gram coordination  with  other  departments  and  agencies.  Finally,  USDA  is  a  leader 
in  the  acquisition  of  vehicles  designed  to  bum  ethanol.  Our  Office  of  Operations  has 
managed  the  purchase  and  placement  of  about  100  so-called  E-85  vehicles  that  bum 
a  high  ratio  of  ethanol.  Finally,  I  would  note  that  we  are  working  on  biofuels  other 
than  ethanol,  as  well.  The  totsd  biofuels  program  in  the  Department  is  funded  at 
$10.1  million  in  1994. 

LOAN  PORTFOLIO 

Mr.  DURBIN.  Earlier  we  discussed  the  Farmers  Home  Adminis- 
tration's loan  portfolio  and  the  amount  of  delinquencies.  What  is 
the  total  amount  of  the  USDA  loan  portfolio,  by  loan  fund,  and 
what  percent  of  each  fund  is  over  120  days  delinquent?  Please  also 
include  in  this  list  the  programs  of  the  Rural  Development  Admin- 
istration. 

Secretary  EsPY.  FmHA  has  approximately  140,000  Farmer  Pro- 
grams borrowers.  The  following  loan  portfolio  information  describes 
the  delinquencies  situation  of  these  borrowers.  Although,  FmHA's 
accounting  system  does  not  capture  what  percentage  of  each  fund 
is  120  days  delinquent,  we  are  able  to  provide  you  the  following  in- 
formation which  shows  accounts  which  are  greater  than  30  days 
past  due. 

[The  information  follows:] 

FARMERS  HOME  ADMINISTRATION 

Number  of  bor-  Amount  out-  Number  delm-  Amount  delm-         Percent  borrowers 

rowers  standing  ($000)  quent  quent  ($000)  delinquent 

Farm  ownership  81,891  $5,180,889  12,849           $352,762                   7 

Farm  operating  66,665  3,099,639  20,434             744,723                  24 

Disaster  emergency  49.097  3,876,135  14,624 

Economic  emergency  19,172  1,466,196                6,581 

Recreation 88  4,729                    20 

Soil  and  water 8,026  147,903                1,591 

Single-family  tiousing 641,056  18,381,735  74,739 

Multi-family  housing  17,967  11,040,580                  391 

Total  43,197,806  131,229  6,511,150  30 

Note. — Farm  borrowers  usually  have  more  than  one  loan  so  totals  would  be  duplicated. 
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RURAL  DEVELOPMENT  ADMINISTRATION 


Number  of  bor- 
rowers 

Amount  out- 
standing ($000) 

Number  delin- 
quent 

Amount  delin- 
quent ($000) 

Percent  borrowers 
delinquent 

Water/waste  

Community  facilities 

7,527 

1,992 

103 

171 

373 

1.037 

24 

96 

$3,940,286 

1,021,363 

7,050 

50,549 

30,414 

1,021,078 

22.544 

69,523 

100 

39 

5 

1 

15 

139 

6 

0 

$4,672 

4,082 

184 

26 

168 

131,137 

2,720 

0 

1 
2 

Res.  cons  &  dev  

5 

Wshd.  &  fid.  prat 

Recreation  

Business  &  Industry  (guarantees)  ... 
Rural  dev.  loan  fund  

<1 

4 

12 

25 

Interm.  relending  

0 

Total  

11,321 

6,162,807 

305 

140,269 

ECONOMIC  EMERGENCY  LOAN  PROGRAM 

Mr,  DURBIN.  Would  you  please  provide  for  the  record  a  descrip- 
tion of  the  economic  emergency  loan  program  as  it  was  enacted  in 
the  late  1970's  and  indicate  the  total  number  of  loans  and  the  dol- 
lar value  of  those  loans  that  were  made  under  this  program?  At  the 
time  the  program  was  enacted,  it  bjrpassed  the  Appropriations 
Committee  and  was  enacted  directly  through  authorizing  legisla- 
tion. During  1977,  1978,  and  1979,  how  many  loans  were  made  in 
Kern  County,  California,  in  excess  of  $1,000,000,  and  how  many  of 
those  loans  went  bad  or  are  still  delinquent? 

Secretary  Espy.  Economic  Emergency  Loans  were  authorized  by 
the  Emergency  Agricultural  Credit  Adjustment  Act  of  1978,  en- 
acted as  P.L.  95-334  on  August  4,  1978.  These  loans  were  made 
on  the  same  general  terms  as  disaster  emergency  loans  to  estab- 
lished farmers  and  ranchers  in  areas  where  the  Secretary  of  Agri- 
culture found  that  need  for  temporary  credit  could  not  be  met  by 
regular  lenders  because  of  economic  stress,  such  as  a  general  tight- 
ening of  agricultural  credit  or  a  cost/price  squeeze. 

FmHA  made  126,770  Economic  Emergency  Loans  totaling  $7.2 
billion.  The  Economic  Emergency  Loan  Program  had  a  statutory 
ceiling  of  $400,000  per  borrower,  however,  there  was  no  limit  on 
emergency  disaster  loans.  FmHA's  accounting  system  does  not  cap- 
ture the  total  loans  made  in  Kern  County.  However,  FmHA  pres- 
ently has  in  its  portfolio  38  borrowers  in  Kern  County  today  who 
owe  more  than  $1  million  dollars  on  Farmer  Programs  loans  in- 
cluding economic  emergency  loans.  Of  these,  23  received  one  or 
more  loans  during  the  years  1977,  1978,  or  1979.  All  23  borrowers 
are  currently  delinquent. 

LOANS  WRITTEN  OFF 

Mr.  DURBIN.  Would  you  please  list,  by  year,  for  the  last  ten  years 
the  amount  of  loans  the  Farmers  Home  Administration,  including 
the  Rural  Development  Administration,  has  written  off  the  books? 

[The  information  follows:] 

WRITE-OFFS  OF  FmHA/RDA  DIRECT  LOANS,  1984-1993 
[Dollars  in  thousands] 


Year 


Farm 


Housing 


Rural  development 


1984 
1985 


$116,926 
233,858 


$109,653 
141,076 


$569 
1,102 


379.372 

215,059 

196 

1,119,378 

279,346 

1.582 

2,021,761 

301,193 

737 

3,228,545 

254.412 

20.747 

3,142.113 

246.378 

9.486 

2.237.341 

248,640 

3,540 

1,823,912 

217.665 

2.198 

1,702,391 

202.739 

8.699 
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WRITE-OFFS  OF  FmHA/RDA  DIRECT  LOANS.  1984-1993— Continued 

[Dollars  in  thousands] 

Year  Farm  Housing  Rural  development 

1986  

1987  

1988 

1989  

1990  

1991  

1992  

1993  

FARM  PROGRAM  BENEFITS 

Mr.  DuRBiN.  As  pressures  to  cut  the  Federal  budget  continue  to 
impact  farm  program  benefits,  has  the  Department  conducted  any 
studies  to  attempt  to  determine  at  what  point  farmers  might  find 
it  no  longer  worth  their  effort  to  participate  in  the  farm  programs? 
For  example,  if  flex  acres  are  increased,  at  what  point  does  a  farm- 
er face  the  decision  whether  the  benefits  are  worth  enough  to  jus- 
tify continuing  to  participate  in  the  farm  programs? 

Secretary  Espy.  We  have  looked  at  the  impact  on  participation 
from  changing  flex  acres.  An  increase  in  flex  acres,  a  reduction  in 
payment  acres,  has  a  negative  impact  on  participation.  The  extent 
of  the  negative  impact  depends  on  other  program  provisions,  the 
crop,  and  the  region.  However,  we  would  generally  not  expect  an 
increase  of  several  percentage  points  in  flex  acres  to  have  much  of 
an  impact  on  participation  since  the  returns  by  program  partici- 
pants in  most  cases  far  exceed  returns  by  nonparticipants.  Also, 
even  with  increased  flex  acres,  the  value  of  farm  programs  in  in- 
creasing producer  cash-flow  can  be  significant.  The  trade  off  be- 
tween budget  savings  and  program  participation  will  be  looked  at 
closely  as  we  evaluate  proposals  for  the  1995  farm  bill. 

GREEN  PAYMENTS 

Mr.  DURBIN.  What  consideration  has  the  department  given  to  ex- 
panding the  use  of  so-called  "Green  Payments"? 

Secretary  Espy.  The  use  of  so-called  "Green  Payments"  or  envi- 
ronmental stewardship  payments  is  one  of  the  major  approaches  to 
address  environmental/conservation  objectives  which  undoubtedly 
will  be  considered  during  the  next  farm  bill.  This  will  be  one  of  the 
important  approaches,  which  the  Department  will  be  examining 
over  the  coming  months  as  we  prepare  for  the  1995  farm  bill.  The 
use  of  incentive  payments  is  consistent  with  the  long  term  thrust 
of  agricultural  conservation  policy  which  has  relied  heavily  on  vol- 
untary actions  by  producers  and  landowners  in  response  to  pro- 
grams providing  information,  technical  assistance,  and  incentives 
to  adopt  appropriate  practices.  On  the  other  hand  one  of  the  major 
constraints  to  expanded  use  of  the  payment  approach  of  course  is 
the  budget  situation.  Therefore,  any  major  expansion  of  this  ap- 
proach will  have  to  be  considered  in  the  broad  context  of  all  the 
competing  uses  for  limited  budget  resources. 

Mr.  DURBIN.  Where  are  some  of  the  areas  that  this  approach 
might  be  beneficial  to  both  farmers  and  the  country  in  the  way  of 
environmental  returns  a  benefits? 
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Secretary  Espy.  The  "Green  payment"  approach  can  be  made 
through  expansion  and  modification  of  existing  programs  such  as, 
the  Agriculture  Conservation  Program  to  encourage  investment  in 
the  most  environmentally  friendly  technologies.  Also  longer  term 
land  retirement  programs  like  CRP  or  WRP  could  be  extended  or 
expanded  under  a  selectively  targeted  basis  to  land  with  special  en- 
vironmental problems.  Whether  approached  through  modification 
or  extension  of  current  programs  or  via  new  programs,  the  environ- 
mental stewardship  payment  approach  is  amenable  to  precise 
targeting  to  environmental  problems.  In  addition  it  is  not  subject 
to  the  inherent  limitations  of  compliance  provisions  which  are  tied 
to  commodities  and  producers  participating  in  existing  farm  pro- 
grams which  do  not  serve  all  producers  or  commodities.  Of  course, 
these  commodity  programs  also  could  be  modified  to  include  finan- 
cial rewards  for  environmental  benefits.  In  principle  the  positive 
incentives  of  "Green  payments"  can  be  effective  both  where  market 
incentives  may  be  insufficient  to  encourage  investments  in  appro- 
priate technology  and  in  situations  where  regulatory  and  compli- 
ance based  approaches  may  not  effectively  reach  producers  and 
landowners. 

TOBACCO  RESEARCH 

Mr.  DURBIN.  The  budget  proposes  to  terminate  all  research  by 
the  Agricultural  Research  Service  on  tobacco  and  proposes  to  close 
two  of  the  laboratories  where  tobacco  research  is  conducted.  Would 
you  please  spell  out  for  the  record  how  these  funds  are  now  being 
used  and  where  you  propose  to  transfer  them? 

Secretary  EsPY.  I  will  be  pleased  to  provide  that  information  for 
the  record. 

[The  information  follows:] 

The  Agricultural  Research  Service  is  conducting  tobacco  research  at  Oxford,  NC, 
Lexington,  KY;  and  Beltsville,  MD.  It  is  proposed  that  the  Oxford  and  Lexington  lo- 
cations would  be  closed.  At  Oxford,  we  are  now  conducting  research  on  improving 
tobacco  quality,  on  increased  crop  production  efficiency,  and  on  improved  crop  man- 
agement systems.  At  Lexington,  tobacco  research  involves  plant  breeding,  pest  re- 
sistance, cultural  practices,  carbon  and  nitrogen  metabolism,  and  chemical  composi- 
tion. In  addition  we  have  a  small  forage  research  program  at  Lexington  which  would 
be  terminated.  Current  funding  levels  for  the  Oxford  and  Lexington  programs  are 
$1,766,800  and  $1,548,500,  respectively. 

At  Beltsville,  MD,  the  tobacco  research  program  relates  to  use  of  the  tobacco  plant 
as  a  model  system  to  study  the  physiology  and  biochemistry  of  plant  growth  and 
metabolism.  Current  funding  is  $397,600. 

All  funds  now  being  used  for  tobacco  research  will  be  terminated.  Resources  freed 
up  from  these  as  well  as  other  proposed  location  closures  and  reductions  will  be 
withdrawn  and  are  not  specifically  earmarked  for  new  programs. 

TOBACCO  PROGRAM 

Mr.  DURBIN.  Have  you  looked  at  other  areas  of  the  Department 
of  Agriculture  that  are  currently  carrying  out  programs  in  support 
of  the  tobacco  program,  and  what  are  your  plans  in  those  areas? 

Secretary  EsPY.  We  have  not  made  a  specific  special  review  of  all 
tobacco  related  activities,  but  all  areas  are  subject  to  scrutiny  dur- 
ing the  annual  budget  process.  Many  of  the  other  tobacco  related 
activities  such  as  those  concerned  with  marketing  inspection,  sta- 
tistics and  economic  analysis  are  in  part  needed  to  help  administer 
the  statutorily  required  price  support  program  in  a  responsible 
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manner  and  to  provide  information  to  assist  policy  makers,  produc- 
ers, and  the  general  public  in  dealing  with  tobacco  issues  on  an  in- 
formed basis.  Organizationally  all  these  activities  are  also  under 
review  during  the  reorganization  process  we're  currently  planning. 

Mr.  DURBIN.  The  Agricultural  Stabilization  and  Conservation 
Service— ASCS— currently  spends  $16,000,000-$17,000,000  per 
year  for  administration  of  the  no-net  cost  tobacco  program.  Since 
it  is  supposed  to  be  a  no-net  cost  program,  have  you  considered  the 
implementation  of  user  fees  for  this  program  to  support  the  ASCS 
costs? 

Secretary  EsPY.  No,  we  have  not  considered  additional  user  fees 
to  support  the  ASCS  costs  for  administering  the  tobacco  price  sup- 
port program.  Tobacco  program  participants  are  subject  to  small 
user  fees  for  measurement  services  and  other  services  like  other 
commodity  program  participants.  Tobacco  producers  are  also  sub- 
ject to  no-net-cost  assessments  and  marketing  assessments.  The 
no-net-cost  tobacco  assessment  that  is  levied  equally  against  the 
producer  and  buyer  assures  that  the  government,  specifically  the 
Commodity  Credit  Corporation,  incurs  no  financial  losses  from  the 
tobacco  price  support  loan  program.  However,  the  no-net-cost  re- 
quirement does  not  apply  to  ASCS  administrative  expenses  such  as 
for  administering  individual  producer  quotas  and  allotments  and 
tobacco  referenda  activities  which  are  part  of  the  overall  adminis- 
trative expenses  funded  by  the  ASCS  Salaries  and  Expenses  Ac- 
count. The  estimated  costs  of  administrative  activities  associated 
with  the  tobacco  program,  however,  are  generally  less  than  the 
marketing  assessments  collected  from  producers  and  purchasers. 
The  marketing  assessments  established  in  the  1990  OBRA  and  im- 
posed for  budget  deficit  reduction  purposes — along  with  assess- 
ments on  a  number  of  other  crops — results  in  receipts  to  the  gov- 
ernment of  about  $24  million  per  year. 

CROP  INSURANCE 

Chairman  DURBIN.  Your  proposals  for  fiscal  year  1995  include  a 
significant  change  to  the  way  Federal  crop  insurance  will  be  of- 
fered. For  the  record,  please  describe  this  reform  proposals? 

Secretary  Espy.  Federal  crop  insurance  has  long  needed  reform. 
Studies  have  found  persistent  problems;  chronic  losses,  limited  par- 
ticipation, and  claims  of  inadequate  coverage.  Despite  the  pro- 
gram's $900  million  per-year  price  tag,  Congress  has  adopted  ad 
hoc  disaster  bills  in  six  of  the  last  seven  years  at  an  average  cost 
of  some  $1  billion  per  year. 

In  the  future,  the  program  outlined  below  will  replace  costly  dis- 
aster bills  as  the  Federal  response  to  emergencies  involving  wide- 
spread crop  loss  and  displays  a  coherent  commitment  to  achieve 
the  1.1  loss-ratio  goal  mandated  in  the  1993  Omnibus  Reconcili- 
ation Act — OBRA.  As  added  protection,  a  parliamentary  hurdle  is 
established:  future  ad  hoc  relief  measures  are  placed  on  budget. 
The  current  Budget  Act  exemption  for  these  bills  is  scaled  back. 

The  Federal  crop  insurance  program  is  supplemented  with  a  new 
catastrophic  coverage  level  available  to  farmers  for  a  nominal  proc- 
essing fee  of  $50  per  crop  per  county,  up  to  $100  per  framer  per 
county.  This  catastrophic  plan  will  protect  against  yield  losses 
greater  than  50  percent  at  a  pa3rment  rate  of  60  percent  of  the  ex- 
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pected  market  price  a  level  comparable  to  disaster  relief  programs 
in  recent  years.  The  processing  fee  may  be  waived  for  limited  re- 
source farmers.  Farmers  may  also  purchase  additiongd  insurance 
coverage  providing  higher  yield  or  price  protection  levels  for  addi- 
tional cost.  Targeted  subsidies  are  provided  to  encourage  farmers 
to  pursue  there  higher  coverage  levels. 

To  ensure  wide  participation,  crop  insurance  coverage  at  the  cat- 
astrophic level  or  above  is  linked  to  participation  in  Federsd  com- 
modity support  programs,  conservation  programs,  and  Farmers 
Home  Administration  loans.  This  result  in  estimates  of  crop  insur- 
ance participation  rising  from  about  35  percent  to  about  80  percent 
of  insurable  acres.  A  standing  disaster  program  would  exist  for 
crops  not  covered  by  crop  insurance,  with  payments  triggered  by 
area-wide  loss  levels  and  protection  levels  similar  to  those  under 
the  catastrophic  insurance  plan. 

Premium  rates  are  restructured  to  reflect  both  direct  premium 
subsidies  and  insurers'  expense  reimbursement  allowance,  a  more 
realistic  calculation.  More  efficient  companies  will  be  allowed  to 
pass  along  lowered  overhead  costs  in  reduced  rates  charged  to 
farmers,  creating  a  more  competitive  market  environment. 

The  new  catastrophic  coverage  will  be  governed  by  the  following 
program  changes  which  are  outlined  in  the  "Blueprint  for  Financial 
Soundness"  which  I  will  list  for  the  record. 

[The  information  follows:] 

Modified  Actual  Production  History  program,  New  in  1994,  based  on  a  1992  FCIC 
initiative  included  in  OBRA  1993; 

Participant  tracking  system.  New  in  1994,  mandated  in  1990  Farm  Bill  but  not 
implemented  until  this  year,  cited  in  OBRA  1993; 

Nonstandard  Classification  System.  Expanded  nationwide  this  year;  an  FCIC  ini- 
tiative incorporated  in  the  1993  Ag.  Appropriation  Act; 

Area  yield/group  risk  program.  Expanded  this  year.  Begun  as  a  1993  FCIC  pilot 
program,  pressed  by  0MB  and  cited  in  OBRA  1993; 

Compliance  program,  begun  in  late  1980s  to  stop  over-payments  based  on  errors 
and  abuses.  Will  be  emphasized  this  year; 

Greater  risk-sharing  with  private  insurance  companies.  A  reform,  repeatedly 
pressed  by  GAO  and  OIG  and  begun  in  recent  years,  will  be  emphasized  again  this 
year; 

Market  Value  Protection  Plan,  which  provides  replacement-cost  coverage  to  in- 
sured farmers.  This  marks  the  first  use  by  USDA  of  authority  granted  in  the  1990 
Farm  Bill  to  back  innovative  proposals  developed  by  private  insurance  companies; 

Plans  by  FCIC  to  develop  for  1995  an  APH  catastrophic  yield  adjustment  and  to 
develop  ideas  for  more  farmer  flexibility  on  yield,  price  elections,  and  unit  structure. 

Secretary  Espy.  The  new  program  will  cost  about  $8.1  billion  for 
fiscal  years  1995  through  1999.  This  represents  a  five-year  savings 
of  some  $750  million  compared  to  the  projected  cost  of  the  current 
Federal  crop  insurance  program  plus  the  average  annual  cost  for 
ad  hoc  crop  loss  disaster  relief  programs  over  the  past  decade. 

Chairman  DURBIN.  When  do  you  anticipate  sending  the  proposed 
text  of  the  bill  to  Congress? 

Secretary  Espy.  The  reform  proposal  is  expected  to  be  submitted 
to  Congress  by  March  2,  1994. 

Chairman  DURBIN.  In  what  time  frame  must  this  legislation  be 
enacted  to  allow  preparation  for  crop  insurance  for  fiscal  year 
1995? 

Secretary  Espy.  If  Congress  finishes  its  work  and  presents  the 
bill  to  President  Clinton  by  early  summer,  then  we  believe  the  pro- 
gram can  be  up-and-running  for  crop  year  1995.  If  there  is  a  delay 
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beyond  summer  then  full  implementation  for  all  crops  may  have  to 
wait  until  crop  year  1996.  It  is  not  administratively  feasible  to  im- 
plement this  plan  mid-way  through  a  crop  year  or  all  crops,  par- 
ticularly winter  wheat. 

CBO  SCORING 

Chairman  Durbin.  What  will  happen  if  the  Congressional  Budg- 
et Office  does  not  change  its  position  on  scoring  disaster  funding 
as  an  offset  to  crop  insurance  reform? 

Secretary  Espy.  To  be  credible,  this  reform  plan  must  contain  a 
strong  parliamentary  hurdle  against  future  ad  hoc  relief  bills. 
Without  it.  Congress  will  not  and  should  not  agree  to  pour  billions 
of  additional  dollars  into  this  program.  We  propose  that  future  ad 
hoc  disaster  bills  be  placed  on  budget  and  not  be  considered  emer- 
gency spending.  This  would  require  off-setting  budget  cuts  to  "pay- 
as-you-go"  for  the  disaster  aid.  We  are  hopeful  that  the  Congres- 
sional Budget  Committees  and  the  Congressional  Budget  Office 
will  concur  in  principle  with  our  proposal  to  use  disaster  aid  as  an 
offset,  and  will  work  with  Congress  to  solve  the  technical  issues  re- 
lating to  the  scoring  of  this  offset. 

WETLANDS 

Mr.  Durbin.  The  President  has  made  the  Soil  Conservation  Serv- 
ice— SCS — the  lead  agency  in  wetland  designation  on  farm  land. 
What  impact  will  this  have  on  Department  resources? 

Secretary  EsPY.  The  Soil  Conservation  Service  has  been  given 
Federal  agency  responsibility  to  identify  wetlands  on  agricultural 
lands  for  the  administration  of  the  Food  Security  Act  of  1985,  the 
Food,  Agriculture,  Conservation  and  trade  Act  of  1990,  Section  404 
of  the  Clean  Water  Act,  and  other  Federal  agencies  concerned  with 
wetlands  on  agricultural  lands  are  the  Soil  Conservation  Service, 
the  Army  Corps  of  Engineers,  the  U.S.  Fish  and  Wildlife  Service, 
and  Environmental  Protection  Agency.  SCS  has  completed  wetland 
determinations  on  about  60  percent  of  the  Nation's  4  million  farm 
tracts,  and  is  now  starting  to  complete  the  wetland  determinations 
on  the  remaining  1.6  million  farm  tracts.  The  President's  1995 
budget  proposes  to  provide  $15.6  million  for  wetland  identification, 
review  and  certification  required  by  the  provisions  of  the  1990 
Farm  Bill. 

The  decision  to  make  SCS  the  lead  Federal  agency  in  wetland  de- 
terminations on  farm  land  has  expanded  the  Department's  work- 
load primarily  for  administration  of  the  Clean  Water  Act.  The 
Corps  of  Engineers  currently  services  approximately  90,000  to 
100,000  Section  404  permit  applications  annually.  It  is  estimated 
that  about  25,000  of  these  permits  occur  on  agricultural  lands.  SCS 
will  be  required  to  visit  each  site,  determine  if  the  land  in  question 
is  a  wetland,  stake  out  all  wetlands  found  at  the  site,  delineate 
them  on  maps  for  public  record,  and  provide  for  any  landowner  ap- 
peals of  the  findings.  The  January  1994  Memorandum  of  Agree- 
ment signed  by  the  four  primary  Federsd  agencies  concerned  with 
wetlands  also  requires  SCS  to  take  the  Corps  of  Engineers  Delinea- 
tion Manual  training  course.  SCS  will  also  have  to  update  wetland 
certifications  on  a  five  year  cycle  instead  of  every  ten  years  as  pre- 
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viously  planned.  About  225  to  275  staff  years  will  be  devoted  to 
this  work  annually. 

Mr.  DURBIN.  Will  the  rules  and  regulations  have  to  be  published? 

Secretary  Espy.  Yes,  we  anticipate  that  new  rules  will  be  pub- 
lished to  address  the  agreements  identified  in  the  January  1994 
Memorandum  of  Agreement.  We  are  also  publishing  a  new  Na- 
tional Food  Security  Act  Manual  which  incorporates  the  agreement. 

Mr.  DURBIN.  How  many  determinations  will  be  made  in  fiscal 
years  1994  and  1995? 

Secretary  EsPY.  We  have  not  set  a  specific  goal  for  the  number 
of  wetland  determinations  that  will  be  made  each  fiscal  year  at  this 
time.  Most  of  the  field  resources  of  the  Soil  Conservation  Service 
will  be  devoted  to  helping  farmers  and  ranchers  meet  the  Decem- 
ber 31,  1994,  deadline  for  implementation  of  their  1985  Farm  Bill 
conservation  compliance  plans.  However,  the  work  to  carry  out 
USDA  wetland  delineation  responsibilities  has  been  prioritized  as 
follows:  the  highest  priority  is  to  make  wetland  delineations  for 
landowners  who  request  them.  Next,  past  wetland  determinations 
will  be  certified  in  areas  that  were  identified  as  "priority  areas"  in 
the  January  Memorandum  of  Agreement.  The  remaining  wetland 
determinations  required  by  the  1990  Farm  Bill  be  certified.  Finally, 
the  wetland  determinations  on  agricultural  land  not  affected  by 
USDA  commodity  programs  will  be  completed. 

CONSERVATION  PROGRAMS 

Mr.  DURBIN.  Many  feel  that  conservation  measures  are  best  done 
when  the  farmer  wants  to  do  them  rather  than  is  forced  to  do 
them.  We  continue  to  hear  that  farmers  who  would  like  to  do  addi- 
tional conservation  practices  are  unable  to  get  technical  assistance 
on  routine  things  because  SCS  is  completely  tied  up  doing  compli- 
ance work.  The  Committee  has  provided  report  language  over  the 
past  few  years  directing  that  SCS  return  to  its  basics  of  providing 
technical  assistance  for  farmers  who  need  it  and  want  it.  Tell  us 
how  your  budget  request  for  conservation  Operations  will  address 
these  two  issues. 

Secretary  Espy.  We  are  committed  to  the  concept  of  a  voluntary 
partnership  with  farmers  who  wish  to  go  beyond  required  conserva- 
tion practices.  The  1995  budget  proposes  to  continue  conservation 
technical  assistance  at  about  the  same  overall  level  as  1994.  Within 
this  level,  additional  technical  assistance  would  be  provided  for  the 
proposed  300,000  acre  Wetland  Reserve  Program  sign-up,  and 
there  would  be  a  reduction  in  staff  time  required  for  farm  bill  tech- 
nical assistance  after  the  December  31,  1994,  conservation  compli- 
ance plan  installation  deadline.  We  believe  that  some  additional  re- 
sources will  be  available  to  provide  farmers  with  technical  assist- 
ance requested  for  non-compliance  work. 

Mr.  DURBIN.  Also,  tell  us  how  your  reductions  to  conservation 
programs,  which  provide  cost-share  assistance  to  implement  these 
practices,  will  address  these  issues? 

Secretary  EsPY.  The  reduction  in  USDA  cost-share  conservation 
programs  from  the  1994  level  was  made  primarily  from  the  Agri- 
cultural Conservation  Program  and  the  Great  Plains  Conservation 
Program.  These  are  among  the  program  reductions  considered  nec- 
essary to  remain  within  an  overall  budget  ceiling  that  would  con- 
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tinue  to  reduce  the  Federal  budget  deficit.  The  budget  also  phases 
out  the  watershed  and  flood  prevention  financial  assistaince  pro- 
grams. However,  the  planning  phase  of  these  programs  will  con- 
tinue at  a  reduced  level  so  that  local  communities  lacking  a  plan- 
ning capability  will  have  the  option  of  requesting  a  construction 
plan  that  they  can  implement  with  funds  from  other  sources.  Tech- 
nical assistance  will  remain  available. 

Looking  beyond  the  immediate  budget  year,  we  are  confident 
that  administrative  cost  savings  will  be  possible  as  we  establish  a 
single  agency  to  handle  the  full  range  of  conservation  programs 
and  activities.  This  change  to  a  single  agency  will  allow  USDA  to 
improve  efficiencies  and  provide  technical  assistance  and  a  some- 
what lower  level  of  cost-sharing  to  farmers  who  want  to  solve  their 
conservation  problems. 

Mr.  DURBIN.  The  budget  request  takes  the  Committee's  stand  of 
the  last  two  years  and  does  not  provide  for  additional  sign-up  in 
the  Conservation  Reserve  Program  in  FY  1995.  The  authorizing 
committee  is  gearing  up  to  pass  another  Farm  Bill  and  the  ques- 
tion of  what  do  you  do  with  the  36  million  acres  of  CRP  land  that 
will  start  to  come  back  into  production  in  1996  needs  to  be  ad- 
dressed. What  policy  and  program  recommendations  have  you 
made  to  address  this  issue? 

Secretary  EsPY.  While  contracts  on  about  2  million  CRP  acres 
will  expire  in  1995,  most  contracts  will  not  expire  until  later  years. 
Meanwhile,  a  USDA  multi-agency  work  group,  co-chaired  by  the 
Agricultural  Stabilization  and  Conservation  Service  and  Soil  Con- 
servation Service,  is  stud5dng  alternatives  for  addressing  the  acre- 
age enrolled  in  the  CRP.  I  expect  to  see  the  work  group's  rec- 
ommendations in  the  near  future. 

FOOD  STAMP  PROGRAM 

Mr.  DURBIN.  Earlier  we  discussed  EBT  briefly.  Rules  went  into 
effect  in  April  1992  allowing  states  to  implement  electronic  benefit 
transfer — EBT — as  an  operational  alternative  to  delivering  food 
stamp  benefits.  It  is  my  understanding  that  four  states  are  operat- 
ing EBT  systems  on  a  small  scale  basis  and,  as  of  April  1993,  one 
State,  Maryland,  has  gone  statewide  with  the  program.  There  are 
a  number  of  other  states  in  the  planning  process.  You  have  been 
quoted  in  the  press  as  saying  USDA  plans  to  replace  paper  coupons 
with  electronic  benefit  transfer  by  1996.  Tell  us  what  this  means. 

Secretary  EsPY.  Mr.  Chairman,  we  would  like  to  have  all  States 
well  along  in  their  implementation  of  EBT  by  1996.  Our  goal  is  to 
deliver  at  least  25  percent  of  food  stamp  benefits  by  EBT  by  that 
time.  Currently,  more  than  30  States  are  in  various  stages  of  plan- 
ning and  implementing  EBT  systems.  USDA  has  also  announced 
steps  to  streamline  the  approval  process  so  States  can  progress 
more  quickly. 

COST  OF  EBT 

Mr.  DURBIN.  What  are  the  cost  estimates  for  a  nationwide  EBT 
system? 

Secretary  Espy.  Mr.  Chairman,  there  are  two  types  of  costs  for 
EBT.  First,  there  will  be  initial  development  or  implementation 
costs.  Second,  there  will  be  operating  costs.  Both  development  and 
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operating  costs  will  be  borne  by  the  involved  Federal  and  State 
agencies.  Federal  assistance  for  EBT  is  limited  to  50  percent  of  the 
administrative  costs  of  the  current  coupon  system  in  each  State.  To 
date,  States  have  successfully  used  strategies  that  limit  the  start- 
up cost  to  keep  them  within  existing  State  management  cost  levels. 
We  expect  States  to  continue  with  these  approaches. 

Recent  cost  data  show  operating  savings  for  New  Mexico  and 
Minnesota  are  24  percent  and  3  percent  respectively.  In  addition, 
EBT  produced  a  savings  in  benefit  dollars  as  a  result  of  lower  issu- 
ance losses.  Data  also  show  savings  for  food  retailers  and  financial 
institutions.  EBT  can  be  a  win-win  alternative  for  all  stakeholders, 
so  retailers  and  banks  can  share  costs  of  national  EBT  implemen- 
tation. 

Several  promising  events  are  evident  that  will  ease  the  costs  of 
EBT  implementation.  The  cost  of  terminals,  like  other  computer 
equipment  is  moving  downward.  Retailers,  especially  the  super- 
markets that  redeem  the  largest  portion  of  food  stamps,  are  invest- 
ing now  in  commercial  point-of-sale  equipment  and  services  that 
can  accommodate  food  stamp  EBT  in  most  instances.  We  are  also 
moving  to  identify  applicable  commercial  system  standards  that 
will  facilitate  procurement  and  could  serve  to  lessen  system  devel- 
opment costs. 

BENEFITS  OF  MULTI-PROGRAM  EBT 

Mr.  DURBIN.  The  Grovemment  Accounting  Office — GAO — and  the 
Office  of  Technology  Assessment — OTA — raise  the  issue  of  cost-ef- 
fectiveness of  EBT  for  a  single-benefit  program.  In  fact,  studies 
have  shown  that  using  EBT  to  deliver  food  stamp  benefits  alone 
will  cost  more  than  delivering  the  benefits  through  the  coupon  sys- 
tem. The  cost/benefits  of  EBT  are  realized  when  multiple  program 
benefits  such  as  food  stamps.  Aid  to  Families  with  Dependent  Chil- 
dren, general  assistance,  and  WIC  are  delivered  using  the  same 
card.  Is  the  Administration  looking  at  the  cost  benefits  of  combined 
electronic  delivery  systems  of  welfare  benefits? 

Secretary  Espy.  Mr.  Chairman,  USDA  along  with  other  Federal 
Departments  are  working  together  to  encourage  States  to  imple- 
ment multi-benefit  programs,  including  the  integration  of  direct 
Federal  pa3rment  programs,  such  as  Supplemental  Security  Insur- 
ance and  Social  Security.  Further,  over  340  of  the  States  involved 
in  EBT  systems  planning  right  now  are  already  proposing  multi- 
benefit  systems.  This  makes  greatest  sense  for  programs  where  re- 
cipients qualify  for  benefits  from  more  than  one  program  and 
where  information  is  readily  available  on  the  same  database.  Sev- 
eral states  operate  certification  systems  to  take  applications  for 
food  stamps,  AFDC  and  Medicaid.  We  know  that  States  can  imple- 
ment a  food  stamp  only  EBT  system  which  is  cost  effective.  This 
is  possible  because  food  stamp  systems  rely  on  the  less  expensive 
point-of-sale  networks. 

COMBINING  WIC  AND  FOOD  STAMP  EBT 

Mr.  DURBIN.  Are  you  proposing  to  combine  food  stamps  and  WIC 
benefits  under  one  electronic  system? 

Secretary  EsPY.  To  date,  7  States  are  planning  to  incorporate  the 
WIC  program  into  their  EBT  systems.  Most  notably,  Wyoming  is 
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exploring  ways  to  incorporate  the  WIC  program  into  their  EBT  sys- 
tems. We  expect  this  number  to  grow  and  are  planning  to  fund  sev- 
eral demonstration  projects  to  test  alternative  ways  to  deliver  both 
WIC  and  food  stamp  benefits  together  in  an  EBT  system. 

There  is  a  challenge  and  a  big  opportunity  in  WIC  EBT.  The 
challenge  is  that  WIC  benefits  involve  a  specific  amount  of  selected 
food  items  like  milk,  eggs,  juice  and  cereal,  which  have  a  variable 
sale  cost.  So  WIC  EBT  involves  a  more  complicated  transaction  at 
the  check-out  counter  than  is  the  case  for  food  stamps.  Automating 
the  WIC  transaction  could  be  a  big  cost  saver.  It  also  has  signifi- 
cant implications  for  improved  client  services,  reduced  retailer  er- 
rors in  pricing  and  a  simplified  transaction  at  the  check-out  stand. 
As  many  clients  receive  benefits  under  both  the  food  stamp  and 
WIC  programs  from  the  same  retailer,  we  are  encouraging  States 
to  implement  a  combined  EBT  system  for  both  programs. 

FRAUD  AND  ABUSE  IN  FOOD  STAMPS 

Mr.  DURBIN.  It  is  anticipated  that  an  electronic  delivery  system 
will  reduce  the  incidence  of  food  stamp  trafficking  because  an  elec- 
tronic system  leaves  a  paper  trail  that  is  easier  to  track,  but  this 
has  yet  to  be  proven.  What  we  do  know  is  that  EBT  will  not  reduce 
the  fraud  that  occurs  at  the  time  a  recipient  applies  for  benefits, 
either  because  of  recipient  misinformation  or  benefit  worker  error. 
This  type  of  fraud  has  resulted  in  over  $1.8  billion  in  overpay- 
ments. What  are  you  doing  to  reduce  this  incidence  of  fraud  and 
abuse  in  the  program? 

Secretary  Espy.  Mr.  Chairman,  we  are  concerned  about  food 
stamp  error.  We  experienced  a  40  percent  increase  in  total  error 
costs  from  1991  to  1992.  While  72  percent  of  households  received 
the  right  amount  of  food  stamps  in  1992,  18  percent  received  al- 
most 50  percent  more  than  they  were  qualified  for,  and  10  percent 
received  27  percent  less  than  they  should  have. 

Since  the  per  caseload  expenditures  of  State  administrative  ex- 
pense is  not  correlated  with  error  rates,  an  across  the  board  in- 
crease in  administrative  expense  assistance  does  not  appear  to  be 
a  solution  to  high  error  rates.  Everything  points  to  good  manage- 
ment, not  more  money.  The  food  stamp  program  already  offers  in- 
centives for  low  error  rates  and  sanctions  for  high  ones.  So,  in  addi- 
tion, we  are  proposing  to  add  $1  million  and  5  staff-years  to  the 
error  reduction  effort  in  1995.  These  staff  will  help  the  States  pin 
point  problems  and  learn  new  techniques,  usually  from  other 
States,  to  improve  their  management  and  their  error  rates. 

With  food  stamp  reauthorization  coming  up  next  year  we  are  also 
exploring  reforms  to  combat  error  that  might  be  included  in  the 
Farm  Bill  or  in  our  budget  process. 

HELP  ON  FRAUD  AND  ABUSE  IN  FOOD  STAMPS 

Mr.  DURBIN.  What  can  we  in  Congress  do  to  help? 

Secretary  EsPY.  Mr.  Chairman,  you  can  help  by  passing  our 
budget  request  and  by  reminding  your  colleagues  to  encourage 
their  State  welfare  agencies  to  improve  their  State  management  of 
this  large  and  important  food  assistance  program.  Improved  State 
food  stamp  management  can  help  recipients  at  the  same  time  it  ad- 
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dresses  both  the  strictly  error  component  of  the  problem  and  the 
fraud  and  abuse  that  is  a  component  of  the  error. 

PILOT  OPTIONS  PROGRAM 

Mr.  DURBIN.  Are  you  carrying  out  a  pilot  options  program  in  fis- 
cal year  1994? 

Secretary  EsPY.  Yes,  the  Options  Pilot  Program  will  be  continued 
and  expanded  in  1994. 

Mr.  DuRBiN.  Have  you  expanded  it  beyond  the  original  crops  and 
states  covered  in  the  FY  1993  program? 

Secretary  Espy.  In  1993  the  program  was  offered  in  three  coun- 
ties each  in  Illinois,  Indiana,  and  Iowa.  Participating  commodities 
were  corn,  wheat,  and  soybeans  in  Illinois,  and  corn  in  Indiana  and 
Iowa.  For  1994,  two  counties  each  in  Kansas  and  North  Dakota 
have  been  added  for  participation  in  hard  red  winter  wheat  and 
hard  red  spring  wheat,  respectively.  The  legislation  implementing 
the  pilot  options  program  does  not  permit  expansion  of  the  program 
to  crops  other  than  com,  soybeans,  and  wheat. 

Mr.  DURBIN.  There  has  been  some  criticism  that  farmers  weren't 
using  the  program  as  anticipated  but  were  taking  advantage  of  an 
extra  incentive  payment  for  participating  in  the  program.  What  is 
your  analysis  of  the  program? 

Secretary  Espy.  We  believe  a  reduction  in  the  payment  from  15 
cents  per  bushel  to  5  cents  per  bushel  would  allow  the  payment  to 
cover  transaction  fees  incurred  by  participants  and  still  provide  an 
adequate  incentive  to  participate.  The  lower  payment  would  also 
lessen  the  incentive  for  producers  to  close  out  options  contracts 
early  strictly  for  the  purpose  of  obtaining  an  incentive  payment. 
The  reduction  also  allows  a  three-fold  expansion  of  the  program  at 
roughly  the  same  level  of  outlays  as  last  year.  In  the  1994  program 
participants  may  enroll  up  to  50,000  bushels  of  com  and  up  to 
15,000  bushels  each  of  wheat  and  soybeans  in  the  pilot  program. 

Mr.  DuRBiN.  Have  you  made  any  changes  to  the  program? 

Secretary  Espy.  Although  the  program  has  been  expanded  in 
1994  and  the  incentive  pa3rments  have  been  reduced,  the  target 
rate  strike  prices  for  wheat  and  corn  have  not  been  changed.  En- 
rollment will  be  at  county  offices  of  the  Agricultural  Stabilization 
and  Conservation  Service  at  the  same  time  as  signup  to  the  1994 
Acreage  Reduction  Program,  March  1,  through  April  29. 

EMPOWERMENT  ZONES 

Mr.  DURBIN.  Earmarked  funds  for  empowerment  zones  and  rural 
enterprise  communities  occur  throughout  the  budget  request  for 
USDA  accounts.  Have  you  established  selection  criteria  yet  for 
empowerment  zones?  If  so,  please  provide  a  copy  to  the  record. 

Mr.  Espy.  The  selection  criteria  for  the  Impowerment  Zone  and 
Enterprise  Community  Program  were  published  on  January  18  as 
a  part  of  the  interim  regulations.  Applicants  that  meet  basic  eligi- 
bility criteria  based  on  poverty  rates  will  be  evaluated  on  the  basis 
of  the  effectiveness  of  the  community's  strategic  plan.  Evaluations 
will  be  determined  in  accordance  with  four  key  principles:  First, 
the  extent  to  which  the  plan  would  expand  economic  opportunity 
through  the  creation  of  jobs  or  business  activity  in  which  residents 
have  a  real  stake.  Second,  the  extent  to  which  the  plan  promotes 


686 

sustainable  community  development  that  incorporates  a  broad 
range  of  community  activities  including  youth  development,  edu- 
cation, affordable  housing,  strengthening  families,and  public  safety. 
Third,  the  extent  to  which  the  plans  result  from  a  process  of  genu- 
ine partnership  among  community  organizations  and  Grovernments 
that  reflects  a  long-term  commitment  to  community  progress. 
Fourth,  the  extent  to  which  the  plan  represents  a  challenging  vi- 
sion for  the  future  and  proposes  a  process  that  brings  forth  creativ- 
ity in  building  on  community  assets. 

Mr.  DURBIN.  Has  the  Department  established  a  list  of  possible  lo- 
cations for  empowerment  zones? 

Mr.  Espy.  No.  A  wide  range  of  rural  areas  are  eligible  based  on 
census  tracts  or  similar  areas  with  high  rates  of  poverty.  The  deci- 
sion of  how  to  combine  these  into  practical  areas  for  community  de- 
velopment is  an  issue  that  will  have  to  be  worked  out  in  individual 
communities.  We  expect  these  areas  to  be  broadly  distributed 
throughout  the  United  States. 

Mr.  DURBIN.  For  the  record,  please  provide  a  list  of  all  USDA  ac- 
counts where  funds  are  proposed  for  these  zones.  Also,  provide  the 
specific  funding  request  for  each. 

[The  information  follows:] 

Rural  Development  Administration — Presidential  Initiative  for  Empowerment  Zones 

and  Enterprise  Communities 

[Dollars  in  thousands] 
Loan  programs:  FY  1995  program  level 

Rural  development  insurance  fund: 

Direct  water  and  waste  disposal  loans  20,000 

Direct  community  facility  loans  13,000 

Guaranteed  business  and  industry  loans  25,000 

Rural  development  loan  fiind: 

Intermediary  relending  loans 15,000 

Subtotal,  loan  programs  73,000 

Grant  program: 

Rural  water  and  waste  disposal  grants  20,000 

Rural  business  enterprise  grants  10,000 

Subtotal,  grant  programs  30,000 

Total  program  level 103.000 

FEDERAL  EMPOWERMENT  ZONES 

Mr.  DuRBiN.  How  many  other  programs  in  the  Federal  govern- 
ment propose  to  provide  funds  for  the  empowerment  zones  pro- 
gram? Please  list  and  provide  the  amounts  for  each. 

Mr.  Espy.  The  Departments  of  Agriculture  and  Housing  and 
Urban  Development  have  published  a  Guidebook  to  Federal  Pro- 
grams available  to  Empowerment  Zones  and  Enterprise  Commu- 
nities which  lists  these  programs.  I  will  provide  a  list  for  the 
record. 

[The  information  follows:] 
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Federal  Government  Funds  for  Empowerment  Zones 


Category 


Community  Building 

Community  Development  Block  Grant 
Department  of   Housing  and  Urban 

Development 

Safe  Schools  Program  Grants  to  Local 

Education  Agencies 

Department  of   Education 

Safe  and  Drug  Free  Schools  and  Communities 
Department  of  Education 


Urban  Community  Service  Program 
(Title  IX,  Part  A,  Higher  Education  Act) 

Department  of  Education 

Community  Development  Financial 
Institutions 

John  Heinz  Neighborhood  Development  Program 
Department  of  Housing  and  Urban 
Development 

Rural  Health  Technical  Assistance 
Department  of  Health  and  Human 

Services 

Community  Initiative  Programs 
Department  of  Health  and  Human 
Services 


Program  Level 


$4.4  billion  for  FY  1994. 


$100  million  for  FY  1995.  (est.) 

$500  million  for  the  entire 
program,  including  $60  million 
for  Federal  activities  in  FY  1995. 


$10  million  for  FY  1995  (est.). 

$382  million  proposed  over  4 
years. 


$5  million  for  FY  1994.   FY  1995 
pending. 


Technical  assistance 


$35  million  estimated  for  FY 
pending  appropriation. 
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Substance  Abuse  Prevention 
Demonstrations 


Departnnent  of 
Services 


Health  and  Human 


Substance  Abuse  Treatment 

Demonstrations 
Department  of  Health  and  Human 

Services 


Hard  Core  Substance  Abuse  Treatment 

Demonstrations 
Department  of  Health  and  Human 

Services 


$42.  0  million  estimated  for 
FY  1995  pending  appropriation 
(est.). 


$7.0  million  estimated  for  FY 
1995  pending  appropriations 
(est.). 


$20  million  estimated  for  FY 
1995  pending  appropriations 
(est.). 


Early  Childhood  Development 

Early  Childcare  Program 
Department  of  Housing  and  Urban 
Development 


Early  Childhood  Education  (Individuals 

With  Disabilities  Education  Act,  Part  C, 

Section   623) 

Department  of  Education 

Childhood  Lead  Poisoning  Prevention 

Projects  -  State  and  Community  Based 
Department  of  Health  and  Human 

Services 


Funded  at  $15  million  for 

FY  1994;  set  aside  of  $9  million 

for  "homeless"  childcare. 


FY  1995  pending. 


$7.5  million  for  FY  1995 
pending  appropriations  (est. 


Economic  Development/Job  Creation 

Section  108  Loan  Guarantee 
Department  of   Housing  and  Urban 
Development 


108  Economic  Revitalization 
Department  of  Housing  and  Urban 
Development 


$2  billion  in  loan  guarantee 
authority  for  FY  1994. 


$500  million  proposed  for 
FY  1995. 
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Community  Development  Block  Grant 

Program 
Department  of  Housing  and  Urban 

Development 

One  Stop  Capital  Shop 

Small   Business  Administration 

Development  Grants  (RBEG) 
Department  of  Agriculture,  Rural 

Development  Administration 

Intermediary  Relendinq  Program  Loans 
Department  of  Agriculture,  Rural 
Development  Administration 

Economic  Development  Administration 

Public  Works  Program 
Department  of  Commerce  and  Economic 

Development  Administration 

Title  IX  Economic  Adjustment 
Department  of  Commerce  and   Economic 

Development  Administration 

Planning  Programs  for  States  and  Urban 

Areas 
Department  of  Commerce  and  Economic 

Development  Administration 

Local  Technical  Assistance  Program 
Department  of  Commerce  and  Economic 

Development  Administration 

Business  and  Industry  Loans 
Department  of  Agriculture,  Rural 

Development  Administration 

Manufacturing  Extension  Partnership 
National  Institute  of  Standards 

and  Technology 

Education  and  Job  Linkages 

School  to  Work  Transition 
Department  of  Labor  and  Department 
of  Education 


$4.4  billion  for  FY  1994. 
$3.2  billion  over  5  years. 


$10  million  set  aside  for  FY 
1995. 


$15  million  set  aside  for  FY 
1995. 


$160  million  for  FY  1994. 


$35.5  million  for  FY  1994. 


$26  million  for  FY  1994. 


$1.5  million  for  FY  1994. 


$25  million  for  FY  1995. 


$117  million. 


School-To-Work  High  Poverty  Grants 
Department  of  Education  and 

Department  of  Labor 

Federal  School-To-Work  Implementation 


FY  1994:  $100  million 

($50  million  Labor;  $5  million 

Education). 


$10  million  for  FY  1994. 
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Grants  to  Local  Partnerships 
Department  of  Education  and 
Department  of  Labor 


$10-12  million  for  FY  1994 


Education  and  Training 

Chapter  1  of  the  Elementary  Secondary 

Education  Act  (legislation  is  pending  that 
would  rename  the  program   "Title  I  of  the 
Improving  America's  Schools  Act") 
Department  of  Education 


Jacob  K.  Javits  Gifted  and  Talented  Students 

Education  Program 

Department  of  Education 

Family  Investment  Centers 
Department  of  Housing  and  Urban 

Development 

National  Workplace  Literacy  Program 

Department  of  Education 

Rehabilitation  Act  Special  Demonstration  Projects 
Department  of  Education 

Rehabilitation  Act  Projects  with  Industry  Program 
Department  of  Education 

Charter  Schools 

Department  of  Education 

Bilingual  Education 

Department  of  Education 


Youthbuiid 

Department  of  Housing  and  Urban 
Development 


$7  billion  for  FY  1995  for  entire 
Chapter  1  program,  including  an 
estimated  $20  million  for 
demonstrations  under  the  new 
authority. 


$10  million  for  FY  1995  (est.). 


$50,674  million  for  FY  1993  & 
FY  1994  (Combined 
competition);  FY  1995  pending. 

$5  million  in  FY    1995  (est.). 

$5.7  million  for  FY  1995 
appropriations  pending  (est.). 

$1.7  million  for  FY  1995 
appropriations  pending  (est.). 

Estimated  to  be  $15  million  for 
FY  1995  (est.). 

Enhancement  Grants:  $50 
million  for  FY  1995  (est.). 
Whole  School  Grants:$33  million 
for  FY  1995  (est.). 
Whole  District  Grants:  $20.5 
million  estimated  for  FY  1995. 


$40  million  for  FY  1994. 
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Employment 

Youth  Fair  Chance 

Department  of  Defense 

Job  Training  Partnership  Act  Title  ll-A. 

Adult  Training  Program 

Department  of  Labor 

Job  Training  Partnership  Act  Title  ll-B. 

Summer  Youth  Employment  Program 

Department  of  Labor 

Job  Training  Partnership  Act 

Title  ll-C,  Youth  Training  Program 

Department  of  Labor 

One  Stop  Career  Centers 

Department  of  Labor 

Employment  Services 

Department  of  Labor 

Job  Corps,  Job  Training  Partnership  Act 

Title  IV 
Department  of  Labor 


Environmental  Protection 

Urban  Park  &  Recreation  Recovery  Program 

NPS  and  Department  of  Interior 

"Brownfields  to  Greenfields"  Contaminated 

Sites  Demonstration  Projects 

Environmental  Protection  Agency 

Eco-lndustrial  Parks  and  Environmental 

Technology  Initiatives 

Environmental  Protection  Agency 

Environmental  Eouity  Grants 

Environmental  Protection  Agency 

Technical  Assistance  in  Understanding 

Environmental  Problems,  Regulations  and 

Permits:   Training  in  Environmental 

Management 
Environmental  Protection  Agency 

Equal  Opportunity 

Fair  Housing  Initiatives  Program 
Department  of  Housing  and  Urban 
Development 


$50  million  for  FY  1993. 

$998  million  for  FY  1994. 

$888  million  for  FY  1994. 

$658.7  million  for  FY  1994. 
$50  million  for  FY  1994. 
$960.8  million  for  FY  1994. 


$1  billion  total  for  FY  1994. 
Approximately  $200  million  to  be 
competed  for  new  sites. 


$5  million  for  FY  1994. 


Variable. 


Variable. 
Variable. 


Variable. 


$10.6  million  for  FY  1993. 
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Women's  Educational  Equity 

Department  of  Education 

Family  Support 

Parent  Training  [Individuals  With  Disabilities 
Education  Act,  Part  D,  Section  631  (c)] 

Department  of  Education 

Even  Start 

Department  of  Education 

Homelessness 

Department  of  Housing  and  Urban 

Development  Programs: 
Supportive  Housing  Program 
Department  of  Housing  and  Urban 

Development 

Emergency  Shelter  Grants  Programs 
Department  of  Housing  and  Urban 

Development 

Shelter  Plus  Care 

Department  of  Housing  and  Urban 

Development 

Single  Room  Occupancy  Dwellings  for 

Homeless  Individuals 
Department  of  Housing  and  Urban 

Development 

Title  V  Surplus  Federal  Property  for  Use  to 
Assist  the  Homeless) 
Department  of  Housing  and  Urban 

Development 

McKinnev  Act  Job  Training  for  the  Homeless 

Department  of  Labor 

Home  Investment  Partnerships 
Department  of  Housing  and  Urban 

Development 

Rental  Assistance  Certificates 
Department  of  Housing  and  Urban 

Development 

Multifamily  Insurance  Processing 
Department  of  Housing  and  Urban 
Development 


$5  million  estimated  for  FY 
1995. 


FY  1995  appropriations  pending. 
$115  million  for   FY  1995  (est.). 


$334  million  for  FY  1994. 


$115  million  for  FY  1994. 


$124  million  for  FY  1994. 


$150  million  for  FY  1994. 


$12.5  million  for  FY  1994. 


$1,275  billion  for  FY  1994. 


Up  to  $500  million  proposed  for 
FY  1 995  for  project-based 
certificates  in  designated 
EZs/ECs. 
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Service  Coordinator  Program 
Department  of  Housing  and  Urban 

Development $38.9  million  for  FY  1994. 

SF  Housing  Counseling  Grants 
Department  of  Housing  and  Urban 

Development $12  million  for  FY  1994. 

SF  Program  Outreach 
Department  of  Housing  and  Urban 

Development No  funds  required. 

Flexible  Subsidy  Program 
Department  of  Housing  and  Urban 

Development $1 16.4  million  for  FY  1994. 

HOPE  for  Homeownership  of  Single 

Family  Homes 
Department  of  Housing  and  Urban 

Development $31  million  for  FY  1994. 

Multifamily  Housing 

Department  of  Agriculture, 

Farmers  Home  Administration $20  million  for  FY  1995  (est.). 

Infrastructure 

Water  and  Waste  Loans 
Department  of  Agriculture,  Rural 

Development  Administration $20  million  set  aside  for  FY 

1995. 
Water  and  Waste  Grants 
Department  of  Agriculture,  Rural 

Development  Administration $20  million  set  aside  for  FY 

1995. 
Community  Facility  Loans 
Department  of  Agriculture,  Rural 

Development  Administration $13  million  set  aside  for  FY 

1995. 
National  Information  Infrastructure  Grants 

Department  of  Commerce  $26  million  for  FY  1994. 

Section  26  Planning  and  Research  Funds 

Department  of  Treasury $92  million  for  FY  1994. 

Section  (3)  Capital  Improvement  Program 

Department  of  Treasury $1,785  billion  for  FY  1994. 

Section  9  of  the  Federal  Transit  Act  of  1964 
(as  amended) 

Department  of  Treasury $2,226  billion  for  FY  1994. 

Section  18  of  the  FTA 

Department  of  Treasury $129  million  for  FY  1994. 

Transportation  Planning/Community 
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Department  of  Treasury 

Surface  Transportation  Congestion  Mitigation  and  Air 

Quality  Improvement 
Department  of  Treasury $1,028  billion  for  FY  1994. 


Public  Safety 

Public  Housing  Drug  Elimination  Program 
Department  of  Housing  and  Urban 

Development 

Community  Policing  Discretionary  Programs:. 


a. 


Community  Policing 
Department  of  Justice 
Community  -Based  Programs 

Department  of  Justice 

Byrne  Discretionary  Grant  Program: 


$251.75  million. 
$25  million  available  for  all 
Community  Policing 
Discretionary  Programs. 


b. 


$50  million  available  for  the 

Byrne  Discretionary  Program^ 
Crime  and  Drug  Abuse  Prevention 

a.  Department  of  Education  and 
Department  of  Justice 

b.  Youth  and  Gangs 
Department  of  Justice 

c.  Illegal  Aliens 
Department  of  Justice 

Corrections  Options: $12  million  for  the  following 

three  programs. 

a.  Demonstration   Programs 
Department  of  Justice 

b.  Technical  Assistance 
Department  of  Justice 

c.  Boot  Camp  Prisons 
Department  of  Justice 

Juvenile  Justice  and  Delinguency  Prevention: 

a.  Discretionary  Grant  Program 

Department  of  Justice $8.5  million. 

b.  Mentoring 

Department  of  Justice $4  million. 

Weed  and  Seed 

Department  of  Justice $23.5  million  (2  million  for  new 

sites). 
Office  of  Victims  of  Crime 
Department  of  Justice $1.5  million  for  FY  1994 

(Federal  Crime  Victims  Division). 
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$1.1  million  for  FY  1994  (OVC  ). 
Prevention 

Department  of  Justice $13  million. 

Hiqhi  Intensity  Drug  Traffickino  Areas  Prooram 

Office  of  National  Drug  Control  Policy $86  million  for  FY  1994.    Half  is 

for  State  &  local  initiatives. 
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AGRICULTURAL  MARKETING  SERVICE 

Mr.  DuRBiN.  Mr.  Secretary,  last  year  as  part  of  your  budget  you 
requested  bill  language  that  would  authorize  the  Department  to 
collect  user  fees  for  activities  related  to  the  Agricultural  Marketing 
Service — ^AMS — setting  standards  for  such  things  as  the  flow  of  cat- 
sup or  the  length  of  pickles.  The  Appropriations  Act  provided  dis- 
cretionary authority  for  collection  of  these  fees.  For  the  record, 
please  describe  how  that  user  fee  authority  is  being  used. 

Secretary  Espy.  AMS  is  recovering  the  cost  of  developing  com- 
modity standards  through  grading  fees.  The  portion  of  grading  fees 
collected  for  development  of  these  standards  are  deposited  into  the 
Treasury  General  Fund. 

Mr.  DURBIN.  Why  does  your  fiscal  year  1995  budget  request  pro- 
pose to  eliminate  that  user  fee  authority? 

Secretary  EsPY.  The  FY  1995  budget  proposes  to  continue  the 
charging  of  user  fees  for  development  of  commodity  standards. 
However,  proposed  legislation  will  be  submitted  to  the  authorizing 
committees  to  permit  AMS  to  collect  and  retain  the  fees  without 
fiscal  year  limitation.  This  authority  would  eliminate  the  need  for 
annual  appropriations  for  this  program. 

Mr.  DURBIN.  Mr.  Skeen. 

FOOD  SAFETY 

Mr.  Skeen.  In  connection  with  the  food  safety  before  we  leave  it, 
one  of  the  things  that  we  have  to  broach  on  this  subject  is  that, 
the  general  public  has  become  so  accustomed  to  having  safe  food, 
and  high  quality  food  in  this  country.  I  think  in  many  instances  the 
later  generations  have  come  along  with  the  attitude  that  an5dhing 
you  buy  across  the  counter  is  absolutely  safe,  and  an)rway  you  han- 
dle it  is  absolutely  safe  because  right  now  we're  drinking  milk  out 
of  cartons  that  sells  on  the  shelves  for  how  long,  and  it  has  been 
irradiated,  but  no  one  has  made  a  big  to-do  about  that.  If  you  irra- 
diate meat  or  something  like  that,  all  of  a  sudden  it  is  a  new  topic. 

Once  again,  the  general  public  is  going  to  have  to  accept  some 
responsibility  for  taking  care  of  their  food,  and  I  think  the  Depart- 
ment of  Agriculture  does  a  good  job  to  warn  them  that  they  should 
have  some  responsibility. 

Secretary  EsPY.  Yes  sir. 

MANDATORY  SPENDING 

Mr.  Skeen.  Let  me  go  back  to  this  question  on  the  budget,  and 
we're  talking  about  a  budget  level  of  $61.7  billion,  which  is  a  de- 
crease of  about  $3.6  billion  from  last  year. 

Of  the  $61.7  billion,  $50.5  billion  is  mandatory  spending,  and  I 
know  that  you  are  reorganizing  and  reforming,  and  I  hate  to  keep 
using  the  word  around  Congress  about  reform  because  we've  re- 
formed so  many  things,  we've  got  them  in  real  trouble.  [Laughter.] 

But  with  our  management  ability  and  legislative  authority,  we 
do  a  lot  of  strange  things. 

But  the  decreases  in  the  budget  are  coming  mostly  off"  the  discre- 
tionary part  of  the  Agriculture  budget.  When  are  we  going  to  start, 
taking  on  the  mandatory  programs,  and  what  can  we  do  about 
them,  because  if  they  are  on  automatic  pilot  from  now  on.  Do  you 
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have  suggestions  in  the  area  of  the  mandatory  programs,  and  some 
of  the  rest? 

We  can  either  make  them  more  cost  effective  or  eliminate  them 
or  things  of  that  kind.  Is  that  kind  of  review  going  on? 

Secretary  EsPY.  Joe,  I'll  tell  you,  you  correctly  noted  that  three- 
fourths  of  our  budget  is  on  mandatory  spending. 

Mr.  DuRBiN.  Mr.  Secretary,  excuse  me.  Would  you  give  some  ex- 
amples for  the  record  for  people  who  are  listening  to  this? 

Secretary  Espy.  Mandatory  spending?  Farm  programs  constitute 
a  degree  of  mandatory  spending,  but  it  should  be  clearly  known 
that  within  the  area  of  mandatory  spending,  the  greatest  degree  of 
spending  is  related  to  the  feeding  programs. 

Mr.  Skeen.  Non-farm  programs. 

Secretary  Espy.  Non-farm  programs. 

Mr.  Skeen.  Or  nutritional. 

Secretary  EsPY.  The  non-farm  domestic  food  assistance  pro- 
grams. 

Mr.  Skeen.  The  nutritional  programs. 

FOOD  NUTRITION  PROGRAMS 

Secretary  EsPY.  First  of  all,  food  stamps.  Second,  we  feed  25  mil- 
lion school  children  every  day  also,  in  school  lunches  and  school 
breakfasts.  The  WIC  program  is  discretionary,  but  the  food  stamp, 
the  school  lunch  and  school  breakfast  programs  are  mandatory. 

The  food  stamp  program  is  an  entitlement,  so  if  you  qualify,  you 
get  food  stamps.  For  example,  we  have  had  food  stamp  increases 
this  year  with  the  Midwest  flood  and  in  California  with  the  earth- 
quake. We've  had  the  largest  food  stamp  request — $60  million  of 
emergency  food  stamps — -just  in  the  Los  Angeles  area  alone.  It's  an 
entitlement. 

So  it's  just  going  up  and  up,  as  long  as  the  economy  is  soft  and 
the  law  is  the  same.  And  what  can  we  do  to  prevent  it?  What  we 
can  do  to  prevent  it  is  to  improve  the  economy  or  change  some  of 
the  laws  we  have.  We  have  the  ability  to  review  the  rules,  and  this 
will  under  welfare  reform,  I'm  sure  there  will  be  some  elements  in- 
volved to  reduce  the  need  for  food  stamps,  but  that  is  Congres- 
sional. It  is  a  Presidential  initiative,  but  certainly  the  Congress — 

Mr.  Skeen.  We  have  a  dual  responsibility. 

Secretary  Espy.  Absolutely.  What  I  can  do  as  an  administrator 
is  make  sure  that  I  can  affect  the  greatest  degree  of  cost  savings 
within  the  entitlement  programs  while  meeting  the  needs.  That's 
why  we  are  very  high  on  Electronic  Benefits  Transfer — EBT,  be- 
cause we  spend  the  money  to  print  and  process  the  coupons.  We 
pay  for  the  coupons,  and  then  those  coupons  are  distributed  to  wel- 
fare recipients  who  in  turn,  go  to  the  grocery  store  and  procure 
goods. 

The  grocery  store  bundles  the  coupons  at  the  end  of  the  week, 
presents  them  to  the  local  bank,  and  gets  credit.  The  local  banks 
present  them  to  the  Federal  Reserve,  they  get  their  credit.  The 
Federal  Reserve  returns  them  for  us,  but  we  have  to  pay  them  for 
it.  It  doesn't  make  much  sense  to  me. 

So  we  are  very  high  on  this,  the  Automated  Teller  Machine — 
ATM — card  strategy.  EBT  for  welfare  recipients.  We  save  lots  of 
money. 


698 

Mr.  Skeen.  We  agree. 

Secretary  EsPY.  Just  in  paperwork  reduction  alone.  We're  very 
high  on  that,  and  also  reducing  the  handling,  storage  and  security 
within  states  and  localities,  but  insofar  as  changes  in  the  entitle- 
ment laws,  we  look  to  you  in  your  collective  wisdom. 

Mr.  Peterson.  Mr.  Skeen,  would  you  yield? 

Mr.  Skeen.  I  would  certainly  yield. 

Mr.  Peterson.  Would  you  go  on  with  that,  Mike?  Sign  me  up. 
I  want  this  EBT  to  take  place,  but  we  continue  to  be  told  that  we 
can't  do  this,  we  can't  do  that. 

Give  us  the  constraints  that  you  have  for  changing  this  system 
out  to  the  EBT  and  get  rid  of  these  coupons. 

Secretary  EsPY.  I've  not  heard  that  we  couldn't  do  that.  I  went 
to  the  State  of  Maryland,  and  with  Grovernor  Schaefer,  we  cut  the 
ribbon  on  that  last  store  to  utilize  the  EBT  technology.  So  they've 
got  stores,  both  mom  and  pop  variety  stores,  and  the  large  con- 
glomerate stores  using  the  EBT  mechanism. 

They  did  it,  and  then  in  several  other  states,  such  as,  Texas. 
Texas  is  about  to  finish.  We  have  got  states  all  over  the  country 
utilizing  this  now  and  more  developing  it. 

SHIFTING  USDA  PRIORITIES  FROM  FARM  TO  FOOD  ASSISTANCE? 

Mr.  Skeen.  Is  USDA's  budget  abandoning  traditional  farm  pro- 
grams at  the  expense  of  the  Food  and  Nutrition  programs? 

Secretary  EsPY.  No.  Our  budget  was  carefully  developed  after  a 
full  review  of  the  needs  of  each  program.  At  no  time  were  the  needs 
of  the  farm  programs  abandoned  at  the  expense  of  the  Food  and 
Nutrition  programs.  Other  than  our  crop  insurance  reform  pro- 
posal, there  are  no  changes  proposed  for  the  price  and  income  sup- 
port programs  for  farmers.  It  is  true,  however,  that  we  had  to  de- 
velop our  budget  within  the  broad  confines  of  the  spending  targets 
Congress  and  the  Administration  agreed  to  last  summer,  and  that 
this  imposed  some  much  needed  spending  discipline  in  the  formula- 
tion of  our  budget  request. 

NUTRITION  PROGRAM  EXPANSION  VS.  FRAUD  AND  ABUSE 

Mr.  Skeen.  Is  the  USDA  expanding  the  Food  and  Nutrition 
Consumer  Service  programs  too  quickly,  and  is  this  expansion  con- 
tributing to  excessive  fraud  and  abuse? 

Secretary  Espy.  Your  question  implies  that  USDA  is  more  in  the 
drivers  seat  on  these  programs  than  it  is.  USDA's  Food  Stamp  Pro- 
gram participation  expanded  about  50  percent  since  1988  due 
largely  to  weakness  in  the  economy  and  had  little  to  do  with  USDA 
or  the  benefit  increases  mandated  by  Congress.  Since  1988  the 
Child  Care  Food  Program  expanded  over  60  percent,  based  largely 
on  increased  demand  for  child  care  and  increased  funding  for  Head 
Start.  The  school  lunch  program  remained  steady  and  the  break- 
fast program  grew  some.  The  key  program  that  USDA  took  action 
to  increase  was  WIC,  up  about  80  percent  since  1988.  Having  made 
that  point,  let  me  address  the  question  of  whether  or  not  rapid  ex- 
pansion in  the  programs  has  contributed  to  fraud  and  abuse. 

The  food  stamp  quality  control  system  shows  that  total  dollar 
error  increased  100  percent  between  1988  and  1992.  However,  for 
most  of  that  period  while  the  program  participation  was  increasing, 
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the  error  rate  was  going  down.  The  error  rate  went  up  in  1992. 
Part  of  this  could  be  attributable  to  the  strain  of  increasing  case- 
load on  the  State  agencies'  abilities  to  provide  services,  but  there 
are  other  factors. 

Because  of  our  concern  about  error,  we  are  asking  to  increase 
error  rate  reduction  efforts  at  the  Federal  level  via  our  request  for 
an  additional  $1  million  and  5  staff-years  in  1995.  These  efforts 
will  primarily  involve  working  with  State  agencies  to  identify  and 
correct  administrative  deficiencies  which  contribute  to  high  error 
rates.  We  are  also  implementing  Electronic  Benefit  Transfer — 
EBT — as  an  alternative  to  food  coupons,  which  will  help  reduce 
trafficking,  another  integrity  problem  for  food  stamps.  We  have  no 
data  on  the  amount  of  trafficking. 

With  respect  to  the  other  rapidly  growing  programs,  we  are 
working  to  minimize  fraud  and  abuse.  We  have  a  program  directed 
at  reducing  errors  in  counting  and  claiming  for  meals  in  the  Child 
Nutrition  Programs,  which  could  be  directed  at  the  Child  and  Adult 
Care  Food  Program.  In  WIC  we  are  working  on  rules  to  help  the 
States  devise  better  approaches  to  vendor  management,  an  area  of 
concern  noted  by  the  Department's  Inspector  General. 

REORGANIZATION 

Mr.  Skeen.  Within  the  USDA  reorganization  plan,  the  Adminis- 
tration claims  to  save  $1.4  million  in  personnel  costs  and  over  $1 
billion  in  other  administrative  costs  over  the  1994-1998  period.  For 
the  fiscal  year  1995  budget,  the  plan  includes  over  $366  million  in 
savings. 

In  your  statement,  you  mentioned  that  the  headquarters  struc- 
ture would  reduce  the  number  of  agencies  from  43  to  29.  Your  reor- 
ganization plan  will  reduce  employment  by  over  7,500  staff-years 
and  its  non-Federal  county  staffing  by  1,160  staff-years  by  1998. 
Does  this  year's  budget  address  any  reductions  in  Full-Time  Em- 
ployees— FTE's — or  staff-years? 

Secretary  Espy.  Yes,  it  does.  The  budget  proposes  a  reduction  of 
1,606  Federal  staff-years  for  fiscal  year  1995. 

Mr.  Skeen.  How  much  of  these  reductions  will  come  from  head- 
quarters versus  field  offices? 

Secretary  EsPY.  Headquarters  will  be  reduced  by  299  FTE's,  a  2 
percent  reduction  from  the  1993  level  and  the  field  structure  would 
be  reduced  by  1,307  FTE's,  a  1.4  percent  reduction. 

LOCALITY  PAY,  COLA'S  AND  BUYOUTS 

Mr.  Skeen.  Does  this  budget  provide  locality  pay  and  cost  of  liv- 
ing increases  for  USDA  employees,  and  what  is  the  overall  cost? 

Secretary  Espy.  The  1995  budget  proposes  a  January  1995  pay 
increase  of  1.6  percent  cost  of  living.  No  adjustment  is  proposed  for 
locality  pay  in  1995.  The  budget  includes  about  $32  million,  exclud- 
ing the  Forest  Service,  for  increased  pay  costs. 

Mr.  Skeen.  If  we  pass  "buyout"  legislation  in  the  $25,000  range, 
what  will  it  cost,  and  how  will  it  be  paid  for? 

Secretary  Espy.  USDA  will  have  over  19,000  employees  eligible 
for  retirement  over  the  next  five  years.  Implementing  and  complet- 
ing a  buyout  early  in  the  year  would  generate  savings.  The  later 
in  the  year  that  the  buyout  is  implemented  and  completed,  the 
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lower  the  savings.  In  fact,  a  buyout  late  in  the  year  would  end  up 
costing  the  agency  more  than  originally  anticipated  to  be  spent  in 
salaries  and  expenses.  If  the  buyout  was  implemented  and  com- 
pleted in  the  first  quarter  of  fiscal  year  1995,  estimated  net  saving 
in  fiscal  year  1995  would  be  $5.6  million  for  each  one  percent  ac- 
cepting the  offer  from  the  amount  of  money  anticipated  to  be  spent 
on  salaries  and  benefits  if  the  employees  were  to  stay  on  the  rolls 
for  the  balance  of  the  year.  However,  if  implemented  and  completed 
in  the  last  quarter  of  fiscal  year  1994,  estimated  net  costs  in  fiscal 
year  1994  would  be  $1.7  million  for  each  one  percent  accepting  the 
offer.  We  plan  to  use  the  funds  that  would  have  otherwise  been 
used  to  pay  for  salaries  for  these  employees  if  they  stayed  on  the 
rolls  for  the  year  to  pay  for  the  buyout. 

FIELD  OFFICE  CLOSINGS 

Mr.  Skeen.  Both  the  Bush  Administration  and  the  Clinton  Ad- 
ministration have  been  plzinning  to  close  field  offices.  When  does 
the  Administration  plan  to  implement  their  field  office  closing  plan 
that  we  have  been  hearing  about? 

Secretary  EsPY.  The  Administration's  plan  for  streamlining 
USDA  proposes  closing  or  consolidating  over  1,100  county  offices  to 
create  approximately  2,500  service  centers  providing  one-stop  shop- 
ping for  USDA  customers.  These  USDA  Field  Office  Service  Cen- 
ters would  collocate  the  services  of  the  Farm  Service  Agency — cur- 
rent ASCS,  FCIC  and  the  farm  loan  portion  of  FmHA — and  the  Na- 
tional Resources  Conservation  Service — current  SCS  and  conserva- 
tion programs  of  ASCS.  Other  agencies,  such  as  the  new  Rural 
Housing  and  Community  Development  Service — FmHA  rural  hous- 
ing program,  RDA  and  REA  rural  community  loan  programs  and 
the  Extension  Service — may  also  be  collocated  in  these  Field  Office 
Service  Centers.  However,  we  cannot  begin  the  process  of  closing 
the  consolidating  current  field  offices  until  Congress  has  given  us 
the  authority  to  establish  the  Farm  Service  Agency  and  the  Na- 
tional Resources  Conservation  Service.  We  would  like  to  work 
quickly  to  get  this  job  done  so  we  can  get  to  work  on  streamlining 
our  operations  to  reduce  costs  and  better  serve  our  USDA  cus- 
tomers. We  hope  to  have  the  full  implementation  of  the  Field  Office 
Service  Centers  within  the  next  few  years. 

Mr.  Skeen.  We  have  heard  that  this  field  office  closing  plan  will 
only  provide  one  Soil  Conservation  Service  office  per  county.  Is  this 
part  of  your  plan? 

Secretary  EsPY.  Currently,  USDA  has  3,700  office  locations 
across  the  country  serving  3,071  counties.  However,  in  many  in- 
stances these  are  single,  stand  alone  offices  for  USDA  agencies. 
Under  USDA's  Streamlining  Plan,  we  are  proposing  to  have  about 
2,500  Field  Office  Service  Centers  to  be  able  to  provide  producers 
a  broader  range  of  services  from  these  Centers.  Some  counties  will 
not  have  an  office,  while  larger  counties  may  have  more  than  one. 
Factors  such  as  work  load,  distance  to  travel  and  whether  location 
is  a  center  of  commerce  will  be  considered  to  select  final  sites. 

Mr.  Skeen.  Would  you  agree  that  providing  only  one  office  per 
county  in  some  of  the  Western  States,  like  New  Mexico,  would 
mean  that  our  farmers  would  have  to  travel  over  200  miles  round 
trip  to  receive  USDA  field  services.  Will  there  be  some  flexibility 
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for  the  State  Conservationists  to  keep  more  than  one  office  per 
county  open  under  certain  conditions? 

Secretary  Espy.  As  I  mentioned,  some  of  the  larger  counties  may 
have  more  than  one  office  and  we  are  making  other  changes  to  ac- 
commodate the  needs  of  our  clientele.  An  important  part  of  USDA's 
plan  to  consolidate  field  office  activities  and  provide  improved  serv- 
ice to  our  customers  is  the  Info  Share  program.  This  program 
would  integrate  data  sharing  and  improve  USDA's  automated  in- 
formation systems  overall.  USDA  has  developed  some  fast-track 
initiatives  to  be  piloted  over  the  next  two  years.  They  include  a 
study  to  determine  the  resource  needs  for  one-stop  shopping  and  to 
identify  innovative  service  methods  and  processes  for  the  field  of- 
fices of  the  future.  There  is  a  pilot  project  that  will  provide  a  state- 
wide telecommunications  network  in  Kentucky.  Eventually,  it  will 
allow  total  communication  between  customers,  universities,  busi- 
nesses and  USDA  county,  State  and  local  offices.  By  exploring 
these  new  ways  of  conducting  business  it  may  be  possible  that 
farmers  will  need  to  make  fewer  trips  to  a  USDA  field  office  for 
service.  Also,  much  of  the  work  of  the  Soil  Conservation  Service  is 
conducted  "in  the  field"  and  not  in  the  office.  When  an  SCS  em- 
ployee is  in  an  area  of  the  county  there  will  be  opportunities  for 
farmers  to  be  accommodated  through  appointments  with  the  Soil 
Conservation  Service  staff"  away  from  the  Field  Office  Service  Cen- 
ter. 

FARM  SERVICE  AGENCY 

Mr.  Skeen.  There  has  been  some  discussion  about  moving  the 
Soil  Conservation  Service  into  the  new  Farm  Service  Agency  along 
with  the  Agricultural  Stabilization  and  Conservation  Service. 

The  most  contact  a  farmer  has  with  USDA  is  with  ASCS  and  the 
SCS.  If  we  are  tr5dng  to  consolidate  agencies  to  improve  services 
and  create  a  one-stop  shopping,  why  is  the  Administration  opposed 
to  including  the  SCS  into  the  FSA? 

Secretary  Espy.  We  propose  to  locate  both  the  FSA  and  the  new 
Natural  Resource  Conservation  Service  offices  in  consolidated  field 
service  centers  at  the  county  level  so  that  one-stop  shopping  can  be 
achieved.  And  FSA  staff  will  in  fact  assist  in  the  delivery  of  con- 
servation cost  share  programs.  However,  we  propose  to  maintain 
an  independent  conservation  agency  to  demonstrate  the  Depart- 
ment's commitment  to  protecting  our  Nation's  natural  resources. 
Likewise,  the  SCS  has  several  programs  which  do  not  coincide  with 
farm  commodity  programs  or  constituencies,  and  would  not  fit  well 
in  the  FSA.  These  include  such  things  as  watershed  planning  and 
operations,  river  basin  surveys,  snow  surveys,  plant  material  cen- 
ters and  other  activities.  Our  plans  to  consolidate  all  conservation 
programs  under  one  agency  will  benefit  farmers  by  reducing  regu- 
lations and  application  forms  for  conservation  services.  We  believe 
a  streamlined  impartial  conservation  agency,  with  its  technical 
science-based  expertise,  working  closely  and  cooperatively  with  the 
FSA  will  provide  the  most  effective  approach  to  fulfilling  the  De- 
partment's responsibilities  to  both  protect  our  natural  resources 
and  to  effectively  serve  our  farm  and  other  clientele. 
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USER  FEES 


Mr.  Skeen.  Recently  the  Animal  and  Plant  Health  Inspection 
Service  has  implemented  new  user  fees  for  inspecting  cattle  that 
leave  the  United  States.  Could  you  provide  for  the  record  all  infor- 
mation relating  how  these  user  fees  were  determined  and  what  is 
the  anticipated  revenues  to  APHIS? 

Secretary  Espy.  I  will  be  happy  to  provide  you  this  information 
for  the  record,  but  due  to  the  volume  it  will  be  provided  under  a 
separate  cover.  The  anticipated  revenue  for  inspecting  all  animals 
leaving  the  United  States  which  consists  mostly  of  cattle  is  esti- 
mated to  be  $200,000. 

Mr.  Skeen.  Would  you  please  provide  breakdown  of  how  much 
revenue  is  expected  to  be  gained  from  each  individual  border  cross- 
ing? 

Secretary  EsPY.  We  do  not  have  this  information  readily  avail- 
able, but  we  will  provide  it  to  you  at  a  later  date. 

Mr.  Skeen.  Would  you  also  provide  the  cost  to  administer  the 
APHIS  inspection  program  at  each  of  these  crossings? 

Secretary  EsPY.  We  do  not  have  this  information  readily  avail- 
able, but  we  will  provide  it  to  you  at  a  later  date. 

Mr.  Skeen.  What  is  the  average  number  of  cattle  that  can  be  in- 
spected and  exported  under  normal  circumstances  at  each  crossing? 

Secretary  EsPY.  We  do  not  have  this  information  readily  avail- 
able, but  we  will  provide  it  to  you  at  later  date. 

Mr.  Skeen.  Is  the  Santa  Teresa  crossing  in  New  Mexico  operat- 
ing as  efficiently  as  your  other  crossings? 

Secretary  EsPY.  Although  comparisons  between  ports  are  dif- 
ficult, we  believe  the  Santa  Teresa  crossing  is  as  efficient  as  the 
other  ports.  Comparisons  between  ports  are  difficult,  because  proc- 
essing time  can  be  affected  by  factors  that  are  not  within  the  De- 
partment's direct  control,  such  as  the  presence  of  a  tick  on  an  ani- 
mal, occasional  equipment  malfunction,  and  traffic  levels. 

Mr.  Skeen.  What  suggestion  does  the  Department  have  for  mak- 
ing the  Santa  Teresa  crossing  more  efficient  and  responsive  to 
those  ranchers  involved  in  cattle  trade  between  Mexico  and  the 
United  States? 

Secretary  EsPY.  We  feel  that  the  Santa  Teresa  facility  has  been 
efficient  and  responsive  to  cattle  ranchers.  APHIS  has  very  little 
control  over  the  Santa  Teresa  facility's  management  and  organiza- 
tion, because  it  is  privately  owned.  Recently,  APHIS  offered  to  hire 
additional  inspectors  that  would  allow  us  to  open  another  inspec- 
tion line  and  facilitate  faster  crossing.  However,  the  owners  of  the 
facility  were  not  in  favor  of  this  proposal. 

RURAL  development  REGIONAL  OFFICES — CLOSINGS 

Mr.  Skeen.  Last  year  we  terminated  the  Rural  Development  Re- 
gional Offices  by  April  1,  1994.  I  have  recently  heard  from  USDA 
employees  working  at  the  Regional  offices  in  Oregon,  Pennsylvania, 
and  Texas  who  are  wondering  what  USDA  has  in  store  for  them. 
Would  you  please  give  me  an  update  on  the  status  on  this  situa- 
tion, and  when  does  the  Department  plan  on  notifying  these  em- 
ployees? 
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Secretary  Espy.  The  Regional  Office  Rural  Development  Admin- 
istration employees  were  notified  on  February  28,  1994,  regarding 
their  reassignment  to  RDA  or  FmHA.  These  reassignments  would 
be  effective  on  March  31,  1994. 

Mr.  Skeen.  Has  the  Department  complied  with  transfer  and  re- 
tention rights  under  civil  service  laws? 

Secretary  EsPY.  The  Department  has  been  in  contact  with  the 
Office  of  Personnel  Management  to  determine  that  the  process  for 
reassigning  employees  is  in  accordance  with  the  civil  service  laws. 

DELINQUENT  LOANS 

Mr.  Skeen.  What  is  the  Administration  doing  to  collect  some  of 
these  Farmers  Home  bad  debts? 

Secretary  Espy.  USDA  is  exerting  strenuous  efforts  to  collect  all 
debt  that  is  due.  The  Agricultural  Credit  Act  of  1987  prescribes  in 
detail  servicing  options  to  be  afforded  delinquent  farm  borrowers. 
The  main  features  of  the  Act  provided  for  writedowns  of  debt  to  the 
current  value  of  collateral  if  the  cost  was  equal  to  or  less  than  the 
return  from  liquidation;  buyouts  for  the  net  recovery  value  to 
FmHA  of  the  collateral  securing  the  loan;  and  strengthened  home- 
stead protection  and  farm  leaseback/buyback  provisions. 

A  Large  Loan  Servicing  Group  has  been  established  to  con- 
centrate its  efforts  on  the  settlement  of  948  delinquent  farm  loans 
of  $1  million  or  more. 

Mr.  Skeen.  Is  the  USDA  still  providing  loans  to  wealthy  farm- 
ers? 

Secretaiy  Espy.  Loans  of  the  type  under  discussion  are  no  longer 
made  to  any  farmers  because  Congress  has  enacted  legislation  in 
recent  years  that  limits  the  size  of  emergency  loans  and  requires 
borrowers  to  be  family-size  operators.  In  addition,  several  cat- 
egories of  those  loans  have  been  eliminated. 

disaster  assistance 

Mr.  Skeen.  I  commend  you  for  trjdng  to  find  new  methods  of 
paying  for  disaster  assistance.  If  Congress  is  going  to  be  prevented 
from  passing  disaster  assistance  legislation,  then  farmers  are  going 
to  need  substantially  more  coverage  than  the  catastrophic  coverage 
being  given  away  free. 

Do  you  believe  that  the  free  provision  of  catastrophic  crop  insur- 
ance alone  will  be  enough  to  displace  ad  hoc  disaster  payments? 

Secretary  Espy.  Not  totally,  but  it  attempts  to  increase  crop  in- 
surance participation  enough  to  reduce  the  demand  for  future  ad 
hoc  disaster  bills  significantly.  To  do  this,  it  supplements  the  exist- 
ing crop  insurance  program  with  a  "catastrophic  level  coverage 
plan"  which  would  provide  payments  approaching  those  for  disaster 
aid  at  the  100  percent  proration  level,  though  somewhat  less  for 
non-program  crops  and  certain  hard-hit  crops  like  cotton.  In  mak- 
ing this  comparison,  crop  insurance  also  provides  the  advantage  of 
certainty.  An  insurance  policy  is  a  financial  asset;  farmers  can  take 
it  to  the  bank  to  secure  a  loan  or  use  it  for  financial  planning,  and 
it  requires  farmers  to  contribute  to  their  own  protection — a  major 
plus  in  maintaining  public  support.  Catastrophic-level  insurance 
cannot  fully  protect  farmers  from  natural  disasters.  The  50/60  cov- 
erage is  designed  to  keep  a  farmer  from  bankruptcy  in  a  crisis 
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year;  as  would  ad  hoc  disaster.  To  operate  as  a  prudent  business, 
higher  insurance  levels  are  better  and  are  encouraged  under  the 
reforms.  The  more  farmers  that  purchase  higher-level  coverage,  the 
healthier  the  program  and  the  stronger  the  bulwark  against  a  bad 
year. 

Mr.  Skeen.  In  light  of  the  downsizing  and  consolidation  of  ASCS 
offices,  how  will  this  reduced  work  force  be  able  to  provide  this  new 
low  level  crop  insurance  policies? 

Secretary  Espy.  In  the  past,  USDA  offices  have  done  a  good  job 
implementing  complicated  disaster  aid  programs  involving  huge 
workload  demands  and  tight  deadlines.  They  will  do  a  good  job 
here  also.  The  USDA  reorganization  will  help  the  system.  FCIC, 
ASCS,  and  parts  of  FmHA  will  be  combined  into  the  new  Farm 
Service  Agency.  This  merged  agency  structure  will  allow  the  county 
office  to  respond  effectively  and  quickly. 

Mr.  Skeen.  Will  the  ASCS  employees  be  trained  in  crop  insur- 
ance procedures  to  the  same  extent  as  private  agents? 

Secretary  EsPY.  Farm  Service  Agency  employees  at  the  county 
level  will  be  provided  training  on  catastrophic  coverage  and  perti- 
nent crop  insurance  policies  and  procedures  to  the  same  extent  as 
private  agents.  In  the  start  up  phase  it  will  not  be  necessary  to 
provide  comprehensive  training  to  them  on  the  more  complex  poli- 
cies, procedures  and  calculations  of  buy-up  coverages  since  this  cov- 
erage is  only  available  through  the  commercial  insurance  compa- 
nies. 

Mr.  Skeen.  How  much  will  it  cost  to  get  the  ASCS  employees 
geared  up  to  deliver  crop  insurance,  and  is  there  money  in  your 
budget  request? 

Secretary  Espy.  FCIC  has  earmarked  approximately  $1.5  million 
in  the  1995  budget  for  increased  travel  and  training  to  support 
training  of  county  office  employees  in  the  delivery  of  catastrophic 
coverage.  In  addition,  the  $50  processing  fee  is  expected  to  bring 
in  about  $40  million  in  revenue  that  will  be  used  to  pay  delivery 
costs. 

Mr.  Skeen.  Would  you  support  giving  private  agents  an  oppor- 
tunity to  sell  crop  insurance  prior  to  be  able  to  get  catastrophic  pol- 
icy from  the  ASCS? 

Secretary  EsPY.  FCIC  will  encourage  insurance  agents  to  aggres- 
sively market  the  crop  insurance  products,  including  the  cata- 
strophic level  coverage,  to  farmers.  Timing  of  contacts  with  farmers 
is  a  choice  that  will  be  made  by  these  agents.  The  FSA  delivery  op- 
tion is  merely  an  attempt  to  address  the  convenience  of  "one-stop 
shopping"  for  farmers,  which  is  a  major  plus  given  the  "linkage"  of 
crop  insurance  to  farm  programs  and  FmHA  loans  under  the  pro- 
posal. 

international  trade  and  EXPORT  PROGRAMS 

Mr.  Skeen.  You  stated  that  it  is  one  of  your  highest  priorities  to 
pursue  overseas  markets  for  U.S.  agriculture.  Yet,  you  have  pro- 
posed to  cut  the  Market  Promotion  Program  by  another  $25  million 
over  last  year's  level.  Do  you  believe  the  MPP  is  effective  in  gaining 
foreign  market  access  for  U.S.  products? 

Secretary  Espy.  We  believe  that  MPP  makes  an  important  con- 
tribution to  the  Department's  export  expansion  efforts.  This  is  par- 
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ticularly  the  case  for  high  value  products  which  receive  the  prepon- 
derance of  MPP  funding  each  year.  During  FY  1993,  U.S.  exports 
of  high  value  agricultural  products  were  at  a  record  level,  having 
increased  77  percent  since  1987.  Based  on  information  and  reports 
we  receive  from  program  participants,  MPP  has  facilitated  this 
growth. 

One  example  of  this  is  demonstrated  in  U.S.  red  meat  exports. 
These  exports  grew  from  $1.4  billion  in  1987  to  an  all-time  high  of 
$3.3  billion  in  1993,  MPP  provided  the  impetus  and  resources 
which  enabled  the  U.S.  industry  to  tap  the  potential  in  export  mar- 
kets. This  was  occurring  during  a  period  when  the  United  States 
was  negotiating  greater  access  for  red  meat  exports  in  overseas 
markets,  such  as  Japan.  MPP  assisted  the  U.S.  industry  to  take 
advantage  of  the  new  export  opportunities  resulting  from  market 
opening  efforts  in  the  trade  policy  arena. 

Mr.  Skeen.  Have  the  limitations  and  program  reforms  made  over 
the  last  few  years  been  effective  in  addressing  some  of  the  criticism 
of  this  program? 

Secretary  EsPY.  Yes,  actions  taken  during  the  past  several  years 
have  helped  to  improve  the  program's  operations  and  effectiveness. 
These  began  in  1991  with  the  publication  of  program  regulations 
which  spelled  out  obligations  and  requirements  for  program  partici- 
pation and  established  tighter  administration  controls.  Additional 
steps  were  taken  in  1993  to  improve  the  Foreign  Agricultural  Serv- 
ice's procedures  for  evaluating  applications,  including  reforms  in 
the  allocation  process  to  address  concerns  raised  in  Congress  on  the 
percent  of  U.S.  origin  content  and  the  degree  of  product  processing 
in  the  United  States.  Last  November,  a  revised  regulation  was  is- 
sued to  incorporate  changes  in  the  program  which  Congress  man- 
dated in  last  year's  Omnibus  Budget  Reconciliation  Act.  Among 
other  things,  the  new  regulation  establishes  unfair  trade  practices 
as  the  primary  consideration  in  allocating  program  resources,  gives 
priority  to  small-sized  firms  in  branded  promotions,  adds  an 
additionality  requirement  for  program  participants,  and  provides 
for  graduation  from  the  program  after  a  specified  time  period.  All 
in  all,  these  are  positive  reforms  for  the  program,  and  we  believe 
MPP's  effectiveness  can  be  further  enhanced  in  the  future. 

Mr.  Skeen.  Why  has  the  Administration  proposed  cutting  P.L. 
480  foreign  food  assistance  by  $181  million? 

Secretary  Espy.  The  P.L.  480  program  is  included  in  the  inter- 
national affairs  account  of  the  budget,  and  its  level  of  funding  must 
be  considered  in  the  context  of  all  other  international  programs  and 
activities  of  the  U.S.  Government.  In  the  case  of  the  fiscal  year 
1995  budget,  the  international  affairs  account  faced  a  fairly  strin- 
gent target  for  discretionary  spending  as  was  the  case  for  many 
other  accounts.  At  the  same  time,  there  were  a  number  of  priority 
initiatives  within  the  international  account  which  required  funding 
increases  in  fiscal  year  1995.  In  order  to  accommodate  those  in- 
creases, a  number  of  programs  within  the  international  affairs  ac- 
count had  to  be  proposed  for  budget  reductions,  and  P.L.  480  pro- 
gram was  one  of  those. 
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WIC  INFANT  FORMULA  BID  UNCOUPLING 

Mr.  Skeen.  Would  the  Department  support  a  requirement  that 
all  future  WIC  formula  bids  be  uncoupled?  If  not,  why  not? 

Secretary  EsPY.  Bid  uncoupling  refers  to  the  practice  of  allowing 
bidders  for  infant  formula  rebate  contracts  to  bid  for  dairy  based 
and  soy  based  formula  rebates  jointly,  or  to  bid  only  dairy  based 
formula,  or  only  soy  based  formula.  Uncoupling  the  soy  based  for- 
mula from  dairy  based  formula  allows  increased  competition,  since 
some  bidders  do  not  have  both  types  of  products  to  bid.  The  De- 
partment will  support  any  requirement  that  promotes  full  and  fair 
competition  between  competitors  without  jeopardizing  program  in- 
tegrity or  excessively  increasing  program  costs. 

FNS  RECOMMENDATIONS  ON  UNCOUPLING  WIC  BIDS 

Mr.  Skeen.  Has  the  Food  and  Nutrition  Service  ever  rec- 
ommended uncoupling  as  a  cost-containment  strategy? 

Secretary  Espy.  Yes,  USDA  has  recommended  uncoupling  for  the 
reasons  I  just  outlined.  It  increases  competition  on  the  bids  and  ap- 
pears to  save  the  WIC  program  more  money  allowing  us  to  provide 
WIC  benefits  to  more  pgirticipants.  The  national  infant  formula  re- 
bate solicitation  rules  we  are  about  to  issue  will  propose  uncoupled 
bids.  Additionally,  12  States  have  used  uncoupled  bids  on  their  own 
initiative  and  awarded  contracts  to  2  different  companies. 

Mr.  Durbin.  Ms.  Kaptur. 

INTERNATIONAL  TRADE 

Ms.  Kaptur.  Thank  you,  Mr.  Chairman.  Welcome,  Mr.  Secretary. 

I  want  to  focus  my  first  questions  in  the  trade  arena,  inter- 
national trade  today. 

Then  I  have  some  questions  concerning  the  Department's  activi- 
ties in  terms  of  encouraging  product  shipments  through  the  Great 
Lakes;  the  Department's  efforts  to  try  to  continue  to  calculate  on 
farm  income;  thirdly,  who  benefits  from  the  ethanol  subsidies  of 
the  Department;  fourthly,  a  proposal  for  national  disaster  insur- 
ance rather  than  just  crop  insurance  that  would  incorporate  earth- 
quake, flood  and  farm  as  opposed  to  just  singling  out  the  farm 
area;  fifthly  a  question  about  the  Beltsville  activities  in  terms  of  re- 
search, R&D  in  the  re-use  of  agricultural  wastes  including  animal 
wastes,  especially  those  that  have  high  organic  materials  that  can 
be  used  as  soil  compliments;  and  then  finally,  in  terms  of  welfare 
reform,  the  role  the  department  can  play  in  trying  to  connect  the 
WIC  program  along  with  Medicaid,  especially  Medicaid-assisted  de- 
liveries, and  welfare  reform. 

So  I  will  be  covering  questions  in  those  areas,  but  in  the  area  of 
trade,  yesterday  we  had  the  chief  economist  of  the  department  tes- 
tify there  is  a  move  towards  a  new  farm  bill.  I  just  want  to  share 
my  major  concerns  for  farming  in  this  country. 

Secretary  Espy.  Sure. 

Ms.  Kaptur.  As  I  looked  at  the  numbers,  I  see  that  imports  con- 
tinue to  grow.  Imported  agricultural  products  of  various  types,  are 
at  $24  billion  and  our  exports  have  been  fairly  flat  for  the  last  ten 
years. 
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But  imported  agricultural  commodities  now  constitute  half  of 
what  we  consume  in  this  country.  I  continue  to  have  a  very  high 
interest  in  this,  particularly  when  additional  information  that  was 
presented  to  us,  shows  the  nature  of  what  we're  exporting  and 
what  we're  importing. 

Almost  95  percent  of  what  we're  importing  are  high  value  added 
agricultural  commodities,  and  what  we  are  exporting  are  largely, 
bulk  commodities.  I  know  the  Department  is  sensitive  on  this. 

But  if  I  were  to  grade  our  farm  policy  for  the  last  decade,  I  can- 
not say  that  what  we  did  really  helped  move  us  into  the  21st  cen- 
tury. I  view  it  as  treading  water  for  a  decade.  There  is  a  lot  more 
competition  out  there  globally. 

I  am  very  concerned  about  this  rising  level  of  imports  into  our 
country.  We  are  not  even  capturing  our  local  markets.  I  don't  un- 
derstand all  the  reasons  for  that.  I  have  a  gut  instinct  that  one  of 
the  reasons  is  that  we  are  probably  too  hierarchicaly-structured  in 
the  ownership  of  farm  and  agricultural  processing  in  this  country. 

I  want  to  know  what  your  perspective  is  on  this.  As  you  know, 
we  have  spent  the  last  century  helping  people  from  the  farm  into 
the  city.  We  have  a  rising  food  stamp  level.  I  just  wonder,  what's 
going  to  happen  on  this  continent  with  NAFTA.  I  see  farm  families 
by  the  millions  being  displaced  all  over  this  continent. 

It  seems  to  me  that  there  needs  to  be  a  fundamental  realignment 
of  how  we  view  U.S.  agriculture  policy.  I'm  wondering  what  your 
thoughts  are  on  that. 

Secretary  EsPY.  In  five  minutes?  [Laughter.] 

REDUCING  TRADE  BARRIERS 

Ms.  Kaptur.  Just  give  me  your  thoughts. 

Secretary  EsPY.  Oh  gosh,  Marcy,  I  will  give  you  my  philosophy 
very  quickly.  You  are  right.  You're  right  with  the  chart.  We  have 
seen  increased  imports  the  last  two  years,  and  that's  because  we 
have  not  had  a  level  playing  field. 

You  know,  we  have  reduced  our  internal  tariffs  and  our  non-tar- 
iff trade  barriers,  our  structural  distortions,  if  you  will.  The  other 
nations,  particularly  our  main  competitors,  have  not  done  so. 

We  have  seen  Canada  with  their  state  trading  monopoly.  They 
have  internal  subsidies  to  their  farmers,  as  we  do,  but  they've  got 
a  state  trading  monopoly,  particularly  with  regard  to  grains.  It's 
very  non-transparent  so  we  can't  detect  their  pricing  mechanisms, 
and  it  allows  them  to  dump  their  grains  into  our  market  substan- 
tially below  the  cost.  This  is  also  with  the  regard  to  the  Common 
Agricultural  Policy  in  the  European  Community.  And,  we  have  san- 
itary, phjrtosanitary  problems  in  Japan,  and  complete,  absolute 
barriers  to  commodities  like  American  rice  over  the  years. 

And  so  my  philosophy  is  that  as  I  look  into  the  future,  particu- 
larly the  near-term  future,  the  strength  of  American  agriculture  de- 
pends on  the  extent  to  which  we  can  seize  opportunities  in  the  ex- 
port marketplace  because  30  percent  of  our  harvested  acreage  is 
dedicated  to  the  export  market.  A  third  of  all  cash  receipts  for 
farmers  come  from  export  markets.  That's  why. 

I'm  proud  of  the  temporary  arrangements  in  Japan,  incident  to 
their  typhoon,  we  now  have  Americ£in  rice  now  on  Japanese  house- 
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hold  tables.  The  recent  GATT  agreement,  however,  assumes  a  mar- 
ket opening  of  a  permanent  nature. 

That's  great  because  we're  going  to  get  a  great  deal  of  that  mar- 
ket. We  also  will  be  able  to  expand  beef  exports  to  Japan  and  rice 
to  Korea. 

We  have  also  eliminated  a  lot  of  these  sanitary,  phjdosanitary 
barriers.  And  through  the  NAFTA  which,  of  course,  we  supported, 
we've  already  seen  price  increases  in  com  to  take  advantage  of  the 
90-million-person  market. 

Now,  that  will  displace  some  Mexican  corn  farmers. 

Ms.  Kaptur.  Over  10  million  people  in  Mexico,  Mr.  Secretary. 

Secretary  EsPY.  The  government  realizes  this  problem.  That  is 
why  Mexico  is  changing  its  price  support  mechanisms  to  try  to  sta- 
bilize its  farm  population  by  decoupling  the  payment  from  5deld 
and  the  price  considerations. 

They  see  it  coming  and  the  Pocampo  policy  is  designed  to  do 
that.  I  hope  it  works,  but  the  fact  is  that  we  produce  com  more  effi- 
ciently based  on  economies  of  scale,  and  based  on  comparative  ad- 
vantage. Our  corn  is  going  to  go  to  Mexico,  and  that  is  a  market 
that  has  already  caused  greater  demand  and  greater  price  in- 
creases for  our  com.  But  we  still  have  problems. 

We  have  problems  with  Canada.  We  have  some  continuing  prob- 
lems with  the  European  Community.  So  I  would  say  to  you  that 
I  am  an  advocate  of  free  trade.  I  think  that  it  has  not  been  a  level 
pla3dng  field.  We  have  lowered  our  tariff  barriers  but  these  other 
countries  have  not  in  many  cases,  and  that's  why  we  are  for  GATT, 
and  why  we  are  for  NAFTA,  and  why  we  are  for  reducing  these 
tariff  barriers  across  the  world. 

Ms.  Kaptur.  Mr.  Secretary,  I  appreciate  that,  but  I  would  ask 
the  Department  to  also  look  at  the  issue  of  how  we  recapture  our 
own  marketplace  because  it  seems  to  me  that  our  farmers  are  los- 
ing business  to  other  countries  around  the  world,  and  I  am  all  for 
exporting. 

I'm  probably  one  of  the  biggest  advocates  in  the  Congress  for 
that,  but  I  think  we  need  a  more  sophisticated  understanding  of 
why  the  playing  fields  are  unlevel.  I  see  nothing  that  we  will  do 
currently  that's  going  to  change  this  trend,  and  if  I  read  the  num- 
bers right,  30  years  from  now,  imported  agricultural  products  could 
be  a  much  larger  share  and  we  will  continue  to  have  erosion  of 
farming  in  this  country.  It  concerns  me  a  great  deal. 

MEAT  INSPECTION 

Ms.  Kaptur.  What  procedures  are  used  to  certify  plants  in  for- 
eign countries  for  meat  inspection? 

Secretary  EsPY.  Individual  plants  in  foreign  countries  are  cer- 
tified as  eligible  to  export  meat  and  poultry  products  to  the  United 
States  by  the  chief  inspection  official  of  that  country. 

In  order  to  be  eligible  to  export  meat  and  poultry  products  to  the 
United  States,  the  country  must  demonstrate  that  its  inspection 
controls  are  at  least  equal  to  those  of  the  United  States.  The  Food 
Safety  and  Inspection  Service  evaluates  the  country's  inspection 
system,  which  includes  a  review  of  foreign  inspection  laws  and  reg- 
ulations, and  on-site  reviews  of  plants,  laboratories,  and  other  oper- 
ations of  importance  to  inspection.  The  country  must  also  provide 
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specific  information  on  five  risk  areas:  contamination,  disease,  proc- 
essing residues,  and  compliance  or  economic  fraud.  In  many  cases, 
the  country  must  revise  its  regulations  and  procedures  to  become 
eligible  to  export  to  the  United  States.  After  a  country  is  certified 
to  export  product  to  the  United  States,  routine  on-site  reviews  are 
conducted  to  ensure  continued  compliance. 

Ms.  Kaptur.  Are  USDA  officials  present  in  the  plants  for  inspec- 
tions? 

Secretary  Espy.  USDA  officials  are  not  present  in  foreign  plants 
for  inspection  of  product.  USDA  relies  on  the  effectiveness  of  the 
exporting  country's  inspection  system  to  ensure  that  all  applicable 
standards  are  met. 

Ms.  Kaptur.  How  often  does  recertification  take  place? 

Secretary  EsPY.  Once  a  country  is  certified  as  eligible  to  export 
meat  and  poultry  product  to  the  United  States,  it  continues  to  be 
eligible  to  export  until  such  time  as  FSIS  determines  that  the  coun- 
try is  out  of  compliance  with  U.S.  standards.  Individual  plants  are 
certified  by  the  eligible  country  annually,  but  can  be  declared  ineli- 
gible to  export  to  the  United  States  by  FSIS  at  any  time.  In  order 
to  ensure  compliance  USDA  officials  make  on-site  visits  2  to  4 
times  per  year  to  conduct  periodic  reviews  of  operations  to  ensure 
compliance.  The  frequency  of  the  reviews  is  dependent  on  the  num- 
ber of  deficiencies  found  in  previous  reviews  and  the  results  of 
FSIS  reinspection  of  product  entering  the  United  States.  Imported 
product  is  reinspected  on  a  statistical  basis  upon  entering  the  Unit- 
ed States. 

IMPORTED  FOOD — COUNTRY  OF  ORIGIN 

Ms.  Kaptur.  What  are  the  current  USDA  regulations  on  country 
of  origin  labeling? 

Secretary  EsPY.  The  Food  Safety  and  Inspection  Service — FSIS — 
is  responsible  for  ensuring  that  meat  and  poultry  products  are  safe, 
wholesome,  and  accurately  labeled.  Imported  product  entering  the 
country  must  bear  country-of-origin  labeling  on  the  immediate  con- 
tainer. The  Federal  Meat  and  Poultry  Inspection  Regulations  re- 
quire consumer  ready  meat  and  poultry  products  to  the  labeled 
with  country-of-origin  only  if  they  are  sold  in  the  same  form  in 
which  they  are  imported.  For  example,  labels  of  imported  products 
such  as  canned  ham  sold  to  the  consumer  in  its  original  container 
must  specify  the  country  of  origin.  When  imported  product  is  fur- 
ther processed — such  as  being  sliced  or  ground — the  addition  of  a 
country-of-origin  statement  is  not  required. 

With  respect  to  foods  other  than  meat  and  poultry  products,  the 
U.S.  Customs  Service  requires  country-of-origin  labeling  on  im- 
ported foods  that  have  not  been  further  processed  or  changed  in  the 
United  States.  Products  that  have  been  "substantially  transformed" 
in  the  United  States  are  not  subject  to  this  requirement.  Neither 
the  Food,  Drug,  and  Cosmetic  Act  nor  the  Nutrition  Labeling  and 
Education  Act  contain  any  additional  or  different  requirements  for 
labeling  of  imported  food  products  from  those  required  of  domesti- 
cally produced  food. 

The  U.S.  Customs  Service  has  recently  published  a  new  regula- 
tion to  be  effective  in  May  1994,  which  requires  country-of-origin 
markings  to  be  displayed  prominently  on  the  front  panel  of  im- 
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ported  frozen  food  products.  This  ruling  will  affect  imported  frozen 
produce  and  products  msmufactured  in  the  United  States  from  such 
imports,  such  as  frozen  fruits  and  vegetables. 

VALUE  ADDED 

Ms.  Kaptur.  What  portion  of  USDA  export  programs  promote 
value-added  agriculture? 

Secretary  EsPY.  The  Department  has  given  much  attention  and 
effort  to  the  promotion  of  value-added  products,  especially  since 
U.S.  exports  of  value-added  products  have  increased  faster  than 
any  other  agricultural  exports  in  the  past  decade.  We  have  a  num- 
ber of  programs  which  are  designed  to  promote  agricultural  ex- 
ports, and  the  portion  of  value-added  products  exported  under  them 
will  vary  depending  upon  their  individual  objectives  and  character- 
istics. In  recent  years,  between  70  and  80  percent  of  Market  Pro- 
motion Program  funds  have  been  allocated  to  value-added  and  high 
value  products.  Under  the  Dairy  Export  Incentive  Program  and  the 
Sunflower  and  Cottonseed  Oil  Assistance  Programs,  all  of  the  ex- 
ports have  been  value-added.  Under  the  CCC  export  credit  guaran- 
tee programs,  about  25  percent  of  products  exported  have  been 
value-added,  while  approximately  10  percent  of  Export  Enhance- 
ment Program  bonuses  have  been  awarded  to  facilitate  exports  of 
value-added  products. 

FARM  INCOME 

Ms.  Kaptur.  Please  provide  USDA  historical,  economic  data 
demonstrating  the  change  in  income  for  U.S.  on-farm  family  in- 
come over  the  last  two  decades.  Indicate  what  percent  of  total  farm 
family  income  is  represented  by  on-farm  income. 

Secretary  EsPY.  We  are  unable  to  provide  you  with  a  time  series 
on  farm  household  income  over  the  last  20  years.  The  reason  is 
that  the  time  series  used  until  1990  incorrectly  assumed  farm  oper- 
ator households  earned  all  the  income  of  the  farm  sector.  Under 
that  assumption,  the  farm  income  of  nonfarm  partners  was  in- 
cluded in  farm  operator  income,  thus  overestimating  the  amount  of 
farm  income  accruing  to  farm  operator  households.  The  series  was 
discontinued  in  1990. 

The  current  series,  based  on  data  derived  from  the  Farm  Costs 
and  Returns  Survey,  provides  more  accurate  information  on  farm 
household  income.  Over  the  last  several  years,  farm  income  ac- 
counts for  about  12  percent  of  average  farm  household  income. 
Farm  income  accounts  for  a  larger  share  of  farm  household  income 
on  larger  farms.  For  farms  earning  at  least  $50,000  in  gross  farm 
sales,  farm  income  accounts  for  about  half  of  farm  household  in- 
come. I  will  provide  data  from  the  current  series  for  the  record. 

[The  information  follows:] 

MEAN  INCOME  OF  FARM  OPERATOR  HOUSEHOLDS 

[Dollars  per  operator  household] 

Year  On-farm  Income       Ofl-farm  mcome         Total  Income         Percent  on-farm 

1988  

1989  

1990  


4,201 

$28,829 

$33,030 

13 

5,796 

26,223 

32,019 

18 

5,742 

33,265 

39,007 

15 
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MEAN  INCOME  OF  FARM  OPERATOR  HOUSEHOLDS— Continued 
[Dollars  per  operator  household] 

Year  On-farm  income       Of1-(arm  income         Total  mcome         Percent  on-tarm 

1991  4,397       31,638       36,035         12 

1992  4.337       35,731       40,068         11 

1993  4,914       34,954       39,868         12 

1994  4^885 36,457 41,342 12 

Note. — Data  for  1992  is  preliminary,  and  estimates  tor  1993  and  1994  are  stiown  at  the  midpoint  of  ttie  range  Survey  size  expanded  in 
1991. 

Source.— Agricultural  Income  and  Finance.  December,  1993.  Economic  Researcli  Service. 

GREAT  LAKES  SHIPPING 

Ms.  Kaptur.  What  portion  of  USDA  export  programs  go  through 
the  Great  Lakes?  You  may  express  this  as  a  percentage  of  total  vol- 
ume for  1975,  1980,  1985,  1990,  and  1993.  You  might  supply  that 
information  for  the  record. 

[The  information  follows:] 

PORTION  OF  COMMODITIES  EXPORTED  THROUGH  GREAT  LAKES  PORTS  UNDER  U.S.  GRANT  FOOD 
ASSISTANCE  PROGRAMS— P.L  480  TITLES  II  AND  ill,  SECTION  416(b).  AND  FOOD  FOR 
PROGRESS  1 

Year?  Total  metric  tons  Great  Lakes  metric        Great  Lakes  percent 

tons  01  total 

1/1/75-12/31/75  2,057,441  291,614  14.2 

1/1/80-12/31/80  1,117,221  163.401  14.6 

1/1/85-12/31/85  2,057,441  291.614  14.2 

4/1/89-3/31/90 5.759,528  199,409  3.5 

4/1/92-3/31/93  5,618,459 14,505 .3 

'Data  on  stiipments  from  Great  Lakes  ports  are  not  maintained  for  P.L  480  Title  I  because  the  importing  countiy  contracts  for  ocean 
transportation  rather  than  USDA.  Similar  data  are  also  not  maintained  for  the  commercial  export  programs  which  are  carried  out  by  private 
exporters. 

2  The  cargo  preference  compromise  provisions  of  the  Food  Security  Act  of  1985  established  a  "cargo  preference  year"  for  purposes  of  USDA 
requesting  reimbursement  from  the  Maritime  Administration  for  MARAD's  share  of  cargo  preference  costs.  Beginning  in  FY  1986,  cargo  pref- 
erence data  has  generally  been  maintained  on  the  basis  of  the  cargo  preference  year  which  extends  from  April  1  through  March  31. 

Ms.  Kaptur.  What  initiatives  is  the  Department  undertaking  to 
increase  shipping  commodities  through  the  Great  Lakes? 

Secretary  Espy.  The  Department  provides  equal  access  to  all 
U.S.  port  ranges,  including  the  Great  Lakes,  in  the  administration 
of  our  foreign  food  aid  programs.  The  1985  Farm  Bill  contained  a 
Great  Lakes  set-aside  provision  applicable  to  shipments  of  P.L.  480 
Title  II  packaged  and  processed  products,  but  that  provision  ex- 
pired in  1989.  Since  FY  1991,  the  Department  has  implemented 
the  provision  of  the  1990  Farm  Bill  that  requires  that  50  percent 
of  Title  II  packaged  and  processed  commodities  be  allocated  on  a 
lowest  landed  cost  basis  without  regard  to  flag  of  vessel.  While  this 
provision  was  intended  to  minimize  the  effect  of  cargo  preference 
on  the  Great  Lakes,  it  has  not  resulted  in  shipments  of  food  aid 
cargo  through  Great  Lakes  ports. 

NATURAL  DISASTER  INSURANCE 

Ms.  Kaptur.  Has  USDA  considered  development  of  a  Govern- 
ment-wide "natural  disaster  insurance"  program  that  would  con- 
solidate crop  insurance,  flood  insurance,  and  earthquake  insurance 
programs? 

Secretary  EsPY.  Currently,  no  studies  or  evaluations  have  been 
done.  FCIC  is  aware  that  efforts  are  underway  in  the  Federal 
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Emergency  Management  Agency  to  develop  a  coordinated  approach 
for  financing  the  adverse  impacts  of  natural  disasters.  FCIC  has 
not  been  involved  in  these  efforts  to  date. 

WELFARE  REFORM  CONTINUUM  OF  SERVICES  FOR  NEEDY  CHILDREN 

Ms.  Kaptur.  In  conjunction  with  welfare  reform,  what  action  is 
the  Department  undertaking  to  provide  much  closer  cooperation  at 
the  local  level  between  WIC,  Medicaid — particularly  Medicaid  as- 
sisted baby  deliveries,  Head  Start,  and  welfare  to  insure  that  a 
continuum  of  service  is  provided  to  needy  children? 

Secretary  Espy.  As  outlined  in  the  Administration's  budget,  one 
of  the  principal  objectives  of  welfare  reform  is  reinventing  govern- 
ment assistance  to  reduce  administrative  bureaucracy  and  give 
States  greater  flexibility  to  achieve  program  goals.  I  support  this 
goal  and  expect  my  reorganization  plan  to  help  achieve  it.  The  As- 
sistant Secretary  for  Food  and  Consumer  Services  is  one  of  the  De- 
partment's representatives  to  the  White  House  Working  Group  on 
Welfare  Reform  and  is  working  to  ensure  an  appropriate  contin- 
uum of  services  for  all  needy  Americans,  particularly  needy  chil- 
dren. I  think  it  would  be  useful  for  me  to  submit  additional  detail 
on  this  topic,  if  I  may. 

[The  information  follows:] 

Since  the  late  1980's  there  has  been  an  increased  interest  in  and  commitment  to 
coordination  efforts  at  the  Federal,  State,  and  local  levels.  Congress  directed  by  stat- 
ute that  the  WIC  Program  coordinate  services  with  other  programs.  Independent  of 
legislative  mandates,  the  Food  and  Nutrition  Service  (FNS)  has  initiated  and  par- 
ticipated in  an  array  of  coordination  efforts  intended  to  improve  access  to  and  co- 
ordination of  the  WIC  Program  with  other  programs  serving  women  and  children. 
Key  points  are  as  follows: 

FNS  has  entered  into  written  agreements  or  Memorandum  of  Understanding 
(MOUs)  with  seven  Federal  programs/agencies  to  coordinate  services:  Migrant 
Health;  Extension  Service;  Office  for  Substance  Abuse  Prevention;  Migrant  Edu- 
cation; Child  Abuse  and  Neglect;  Indian  Health  Service;  and  the  Even  Start  Pro- 
gram. FNS  is  currently  in  the  process  of  finalizing  an  MOU  with  the  Head  Start 
Program.  These  MOUs  assist  WIC  State  and  local  agencies  in  initiating  and  imple- 
menting coordination  efforts  with  these  programs. 

Many  States  have  implemented  various  coordination  initiatives,  such  as  one-stop 
shopping,  joint  application  forms,  co-location  of  services,  and  integrated  data  sys- 
tems. 

FNS  and  the  Centers  for  Disease  Control  and  Prevention  (CDC),  DHHS,  are  work- 
ing together  to  increase  access  to  immunization  services  through  the  WIC  Program. 
Since  June  1990,  State  WIC  Directors  have  been  strongly  encouraged  to  establish 
regular  liaison  and  ongoing  coordination  with  their  State  Immunization  Program 
Managers.  Numerous  special  immunization  promotion  activities  are  taking  place  at 
the  State  and  local  levels. 

DHHS  and  USDA,  in  December  of  1991,  published  a  model  application  form 
which  would  permit  individuals  to  simultaneously  apply  for  benefits  in  seven  Fed- 
eral assistance  programs.  Recently,  DHHS  and  USDA  have  jointly  funded  a  study 
to  assess  its  effectiveness,  the  results  of  which  are  expected  to  be  available  in  the 
Spring  of  1995. 

Statute  requires  State  agencies  to  coordinate  WIC  services  with  food  stamps, 
Medicaid,  AFDC,  Maternal  and  Child  Health,  immunization,  prenatal  care,  well 
child  care,  Child  Support  Enforcement,  drug  and  other  harmful  substance  abuse 
counseling,  treatment  and  education  programs,  and  local  programs  for  breastfeeding 
promotion. 

FMHA  HOUSING  LOANS 

Ms.  Kaptur.  What  is  FmHA's  most  recent  data  on  delinquencies 
in  housing  and  business  loans  as  a  percent  of  the  total  loan  vol- 
ume? 
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Secretary  EsPY.  The  most  recent  information  is  as  of  December 
31,  1993.  In  the  multi-family  loan  portfolio,  there  are  17,769 
projects,  of  which  391 — 2.2  percent — are  delinquent.  Outstanding 
principal  is  $11,040,580,000.  In  the  single-family  loan  portfolio, 
there  are  641,056  loans,  of  which  74,739—12  percent — are  delin- 
quent. Outstanding  principal  is  $18,381,735,000.  The  business  and 
industry  guaranteed  loan  portfolio  has  1,037  loans — with  139,  or  13 
percent,  delinquent— totaling  $1,021,078,000. 

Mr.  DURBIN.  Thanks,  Ms.  Kaptur.  Mr.  Walsh? 

THE  EMERGENCY  FOOD  ASSISTANCE  PROGRAM 

Mr.  Walsh.  Thank  you,  Mr.  Chairman.  First  of  all  I  would  like 
to  applaud  your  statements  on  the  EBT  program.  We  are  very  in- 
terested in  that  in  New  York  State  and  we  would  like  very  much 
to  work  with  you  and  the  administration  on  that. 

The  question  on  the  TEFAP  program,  as  I  understand  it,  this 
program  will  be  phased  out,  and  I'm  very  concerned  about  its  im- 
pact on  the  supplemental  food  supply  in  this  country,  food  banks 
in  particular,  and  I  would  just  like  to  get  your  thoughts  on  how  you 
see  that  that  diminution  of  food  supply,  especially  for  the  poor  peo- 
ple in  this  country,  will  be  made  up? 

Secretary  EsPY.  Let  me  ask  Steve  to  answer  that,  and  then  I  can 
comment  at  the  end  of  his  response. 

Mr.  Dewhurst.  As  you  know,  the  proposal  in  the  budget  is  not 
to  provide  funding  for  the  purchase  of  commodities  to  go  into  the 
TEFAP  program.  There  is  money  in  the  budget  to  continue  the  in- 
frastructure. 

Mr.  Walsh.  For  one  year,  as  I  understand  it. 

Mr.  Dewhurst.  Yes,  at  least  for  one  year.  You  know,  from  the 
Department's  point  of  view,  it  was  a  question  of  the  availability  of 
funding  and  the  priorities. 

As  has  been  noted,  we  have  food  stamps,  we  have  child  nutrition, 
we  have  a  whole  array  of  nutrition  programs.  Some  commodities 
will  continue  to  flow  into  the  system  that  the  TEFAP  program 
runs,  and  we  know  that  the  food  banks  are  very  sensitive  to  that 
supply. 

But  it  is  a  discretionary  program,  and  when  priorities  had  to  be 
set  within  these  budget  caps,  there  simply  wasn't  any  money  to 
continue  those  commodity  purchases. 

Secretary  Espy.  That  is  a  point  to  be  made  because  as  I  observed 
earlier  with  Mr.  Skeen,  three-fourths  of  our  budget  now  is  taken 
up  with  mandatory  spending,  and  most  of  that  is  accounted  for  by 
the  food  assistance  programs. 

Within  the  area  of  entitlements,  we  have  a  reduction  in  the  area 
of  farm  production  entitlements.  The  food  program  entitlements 
are  going  up,  the  farm  production  entitlements  are  going  down. 

Mr.  Walsh.  Uh-huh. 

Secretary  EsPY.  You  have  to  make  a  choice.  We've  got  a  third  of 
the  budget  that  is  discretionary  spending.  In  the  area  of  food  as- 
sistance programs,  we  are  having  continual  increases,  and  so  with- 
in the  discretionary  food  programs,  we  had  to  cut. 

Mr.  Walsh.  You  are  satisfied  that  within  the  entitlement,  the 
growth  in  the  entitlement  programs,  that  that  will  more  than  make 
up  for  the  loss  in  the  discretionary  programs  such  as  TEFAP? 


714 

Secretary  Espy.  I'm  not  sure  of  it,  but  I  hope  that  that  is  the 
case.  If  you  quaUfy,  you  can  get  food  stamps.  If  we  have  a  welfare 
reform  proposal  that  does  what  it  is  supposed  to  do,  then  we  can 
make  accessibility  easier,  and  the  food  more  abundant  and  avail- 
able. We  also  have  many  States  having  innovative  programs  to 
cash  out  food  stamps. 

We're  doing  more  than  ever  with  school  lunch,  school  breakfast 
programs,  and  especially  with  children  fed  in  home  care  situations. 
We  probably  have  some  dropping  through  the  cracks,  but  not  for 
lack  of  funds.  For  the  discretionary  programs  under  the  practical 
budget  situation  we're  faced  with,  with  tight  caps  on  discretionary 
spending,  there  is  not  a  lot  that  we  can  do. 

Mr.  Walsh.  Well,  I  understand  your  difficulty,  and  just  would 
like  to  go  on  record  as  being  concerned  about  the  impact  that  cut- 
back on  the  food  bank  system  will  have,  and  I  think  we  will  prob- 
ably have  some  people  in  to  comment  on  that  as  witnesses  as  we 
go  down  the  road. 

CLEAN  WATER 

One  last  question,  and  that  is  the  need  to  reduce  non-point 
source  pollution  in  our  country's  watersheds  is  imperative.  We  need 
to  reduce  erosion,  phosphorous,  potassium,  animal  waste  and  so  on, 
especially  in  areas  of  the  country  where  surface  water  is  so  impor- 
tant to  suppl3dng  the  needs  of  America's  cities  and  rural  areas. 

The  issue  is  particularly  addressed  through  the  Clean  Water  Act, 
but  the  Agriculture  Department  has  a  responsibility  for  educating 
and  training  farmers. 

Your  budget  provides  increased  monies  in  some  water  quality 
programs,  while  reducing  it  in  others  like  the  Agriculture  Con- 
servation Program  and  watershed  planning.  Could  you  comment  on 
your  agency's  level  of  commitment  to  watershed  protection  and  the 
efforts  that  you  are  involved  with  to  ensure  that  your  Department, 
as  opposed  to  the  EPA,  will  have  the  final  say  as  to  the  impact  of 
these  programs  on  farmers? 

Mr.  ROMINGER.  I'll  comment  on  that,  if  I  may.  This  again  was  a 
very  tough  decision  that  we  agonized  over,  just  as  we  did  over  the 
TEFAP  decision.  We  have  had  some  tight  budget  caps  that  we  are 
committed  to,  which  affected  the  funding  for  the  watershed  and 
clean  water  programs.  However,  we  think  we  will  be  able  to  ad- 
dress them  to  a  great  extent  in  the  reauthorization  of  the  Clean 
Water  Act. 

In  that  discussion,  we  want  to  make  sure  that  it  includes  addi- 
tional funds  for  our  new  Natural  Resources  Conservation  Service  to 
work  with  farmers  on  cost  sharing  and  technical  assistance. 

We  had  such  tight  budget  caps  this  year  that  we  felt  we  had  to 
reduce  those  programs. 

Secretary  Espy.  With  regard  to  the  authority  of  the  USDA,  we 
have  been  very  successful  lately,  in  partnership  with  the  EPA  and 
Corps  of  Engineers,  to  have  our  Soil  Conservation  Service  identi- 
fied, as  the  sole  source  for  the  determination  of  our  wetlands,  de- 
fined as  agricultural  wetlands. 

We  have  always  talked  about  having  a  single  place  for  the  farm- 
ers to  come,  and  now  that  is  the  USDA.  I  am  hopeful  that  just  as 
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we  were  successful  with  the  wetlands  determination,  we  will  also 
be  successful  when  it  comes  to  the  clean  water  designation. 

Mr.  Dewhurst.  Sir? 

Mr.  Walsh.  Yes. 

Mr.  Dewhurst.  We  have  done  an  analysis  which  we  would  be 
glad  to  provide  you.  It  takes  a  look  at  our  budget  and  the  Depart- 
ment in  specific  terms  of  water  quality.  The  analysis  looks  at  the 
pieces  of  programs  that  deal  specifically  with  the  issue. 

If  you  add  all  that  up,  the  1995  budget  has  about  $211  million 
in  it  specifically  to  address  issues  of  water  quality,  essentially  the 
same  as  the  1994  funding  level.  For  instance,  within  the  Agricul- 
tural Conservation  Program,  which  I  know  is  cut  in  total,  there  is 
a  water  quality  incentives  component  which  is  not  cut  within  that 
total. 

So  we  can  make  that  available,  and  you  can  see  how  all  those 
pieces  work. 

Mr.  Walsh.  That  would  be  very  helpful  because  there  are  some 
shifts  within  the  funding.  Ideally  there  still  will  be  a  commitment 
to  clean  water,  and  I  know  Congresswoman  Kaptur  was  interested 
in  this  in  the  last  go-around  for  the  Great  Lakes  basin,  and  I  was 
very  concerned  about  the  Finger  Lakes  region,  and  I  know  it's  an 
issue  all  throughout  the  country,  and  we've  talked  about  this  be- 
fore, so  that  would  be  very  helpful. 

[The  information  follows:] 
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U  S  Department  of  Agriculture 
Water  Quality  Programs  and  Activities 


Function/Agency 


1992 
actual 


1993 
enacted 


1994 
enacted 


1995 
agency 


Research 

Agricultural  Research  Service  

Cooperative  State  Research  Service  

Economic  Research  Service  

Subtotal ,  research 

Data  Collection  and  Analysis 

Economic  Research  Service  

Extension  Service  

Subtotal,  data  collection  and  analysis.... 

Technology  Development  and  Application 

Extension  Service  

Soil  Conservation  Service  

National  Agricultural  Library  

Subtotal,  tech.  dev.  and  application 

Project  Activities 

Soil  Conservation  Service  

Extension  Service  

Ag.  Stabilization  &  Conservation  Service 

Agricultural  Conservation  Program  --  WQIP  . 

Agricultural  Conservation  Program  --  Other. 

Colorado  River  Salinity  Control  

Conservation  Reserve  Program  

Economic  Research  Service  

Subtotal,  project  activities 

Sunmary  by  Agency 

Agricultural  Research  Service  

Cooperative  State  Research  Service  

National  Agricultural  Library  

Extension  Service  

Soil  Conservation  Service  

Ag.  Stabilization  &  Conservation  Service 

Economic  Research  Service  

Total  Department  of  Agriculture  


{$  in  mi  1 1  ions) 


$50.7 

$51.6 

$52.9 

$56.0 

31.8 

35.1 

33.0 

31.9 

1.3 

1.3 

1.1 

1.1 

83.8 


1.9 
0.3 

2.2 


26.5 


100.1 


88.1 


2.3 
0.3 

2.6 


26.5 


90.8 


86.9 


1.0 
0.4 

1.4 


27.1 


97.0 


89.1 


1.0 
0.4 

1.4 


18.6 

18.6 

18.9 

18.9 

7.6 

7.6 

7.9 

7.9 

0.3 

0.3 

0.3 

0.3 

27.1 


38.0 

37.2 

40.1 

38.4 

6.6 

6.6 

6.7 

6.7 

6.8 

15.0 

18.5 

18.5 

23.0 

5.0 

0.0 

0.0 

14.8 

13.8 

13.8 

13.4 

10.5 

12.8 

17.5 

16.7 

0.5 

0.5 

0.4 

0.4 

94.1 


50.7 

51.6 

52.9 

56.0 

31.8 

35.1 

33.0 

31.9 

0.3 

0.3 

0.3 

0.3 

25.5 

25.5 

26.1 

26.1 

45.6 

44.8 

48.0 

46.3 

55.0 

46.6 

49.8 

48.6 

3.7 

4.1 

2.5 

2.5 

212.6 


207.9 


212.4 


211.6 


Notes:   (1)  Amounts  shown  represent  estimates  for  programs  and  activities  related  to  the 
water  quality  initiative  begun  in  1990  and  related  activities  carried  out  for  the 
primary  purpose  of  preventing  agricultural  related  water  quality  problems. 
(2)  The  1995  budget  proposes  to  realign  several  water  quality  agencies  and  activities 
which  are  shown  above  on  the  basis  of  the  current  appropriation  structure  for  comprability 
to  previous  years. 
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Mr.  DURBIN.  Thank  you,  Mr.  Walsh.  Mr.  Thornton  for  five  min- 
utes. 

PUBLIC  LAW  480  ASSISTANCE  PROGRAM 

Mr.  Thornton.  Mr.  Chairman,  I  will  not  use  the  entire  five  min- 
utes. I  only  want  to  pursue  two  quick  specific  details. 

First  I  was  disappointed,  though  I  do  understand  the  rationale 
in  cutting  back  on  the  amount  of  money  available  for  PL-480  as- 
sistance programs.  I  hope  that  as  we  go  into  the  year,  that  we  can 
continue  to  review  that  and  if  it's  possible  to  find  additional  funds, 
Mr.  Secretary,  don't  you  agree  that  the  program  has  been  very  ef- 
fective and  has  produced  good  results  not  only  for  American  farm- 
ers and  taxpayers,  but  also  for  the  country  which  benefits. 

Secretary  EsPY.  I  agree  with  you,  but  that's  an  element  of  an- 
other budget,  the  international  budget. 

Mr.  Thornton.  Yes,  so  there  is  a  complication  there.  We  are  re- 
treating somewhat  from  our  grants  to  foreign  countries,  but  we 
should  remember  that  PL-480,  in  effect,  is  a  program  which  is 
helpful  to  American  farmers,  and  reduces  the  cost  of  storing  grain 
which  may  have  to  be  paid  for  by  the  Government  anyway,  and  I'm 
not  sure  how  cost-effective  reductions  are. 

I'm  sure  you're  aware  of  the  full  nuances  of  the  thing,  and  I  just 
wanted  to  call  it  to  your  attention. 

Secretary  EsPY.  Yes,  sir.  If  I  can  just  answer  briefly.  As  Chair- 
man Durbin  said  earlier  in  his  comments,  and  as  Marcy  said  as 
well,  we  have  got  to  do  some  hard  thinking  about  the  structure,  the 
nature,  and  the  composition  of  our  foreign  presence  in  terms  of  di- 
rect sales  and  guaranteed  sales,  and  even  sales  to  third  world 
countries. 

We  have  to  decide  if  we  are  going  to  target  emerging  democracies 
or  emerging  markets.  We  have  to  decide  what  constitutes  credit- 
worthiness for  Russia. 

Mr.  Thornton.  Yes. 

Secretary  Espy.  We  have  to  begin  to  target  countries  with  signifi- 
cant degree  of  foreign  exchange,  and  then  decide  whether  we're 
going  to  sell  bulk  commodities  or  value-added  commodities  to  them. 

You  know,  we  are  moving  that  way  for  sure,  towards  value-added 
exports,  but  then  bulk  commodity  exports  have  fallen,  as  you  noted 
in  your  comments.  We  have  a  lot  of  thinking  to  do,  and  we  are 
doing  it.  I  think  we  are  going  to  be  ready  for  the  '95  Farm  Bill. 

LOW  COST  timber  SALES 

Mr.  Thornton.  Thank  you  very  much,  Mr.  Secretary.  On  an- 
other matter,  you  refer  in  your  testimony  to  your  jurisdiction  over 
the  Forest  Service,  and  do  mention  that  we  do  not  have  direct  re- 
view authority  over  their  appropriations,  however  the  policy  consid- 
erations are  of  interest  to  us. 

Mr.  Secretary,  I'm  concerned.  There's  been  recent  publicity  in  my 
state  about  the  low  cost  timber  sales  where  the  Forest  Service 
spends  more  money  in  building  roads  than  it  gains  from  the  sale 
of  timber,  and  then  the  roads  are  closed  at  the  end  of  the  timber 
sale. 

Is  this  an  area  where  some  cost  effectiveness  might  be  consid- 
ered? 
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Secretary  ESPY.  The  entire  issue  of  timber  sales  is  contained 
with  the  President's  Northwest  initiative.  Even  though  we  have  na- 
tional forests  outside  of  the  Pacific  Northwest  area,  and  clearly  we 
do,  I  would  think  that  once  we  approve  a  philosophy,  that  philoso- 
phy will  hold  for  the  entire  country. 

This  area  of  below  cost  timber  sales  is  one  that  we  are  reviewing. 
There  is  no  question  but  that  we  are  going  to  have  fewer  timber 
sales. 

If  the  Federal  court  order  is  lifted,  the  injunction,  we  will  be  able 
to  begin  a  renewal  of  timber  sales.  We  will  do  it  in  a  matter  that 
is  a  lot  more  judicious  and  a  lot  more  cost-effective. 

Mr.  Thornton.  In  connection  with  the  national  forest  when  I 
was  here  in  the  '70s  and  on  the  agriculture  committee,  I  put  in  lan- 
guage which  said  that  insofar  as  could  be  done,  the  Forest  Service 
should  make  its  sales  in  order  to  maintain  the  diversity  of  species 
within  the  national  forests,  and  that  language  was  adopted  and  ap- 
proved. 

I  assume  that  the  Department  still  believes  that  diversity  of  spe- 
cies is  an  important  and  statutory  consideration  in  connection  with 
the  management  of  the  national  forests. 

Secretary  EsPY.  Yes,  sir,  you  are  absolutely  correct.  Basically, 
that  is  what  all  the  fuss  is  about.  We  have  embarked  on  a  philoso- 
phy that  we  think  will  be  sufficient  to  persuade  the  Judge  to  lift 
the  injunction.  We  are  ready  to  move  to  a  total  eco-system  manage- 
ment, and  our  protection  of  wildlife  and  species  within  the  forest 
itself. 

Mr.  Thornton.  Yes. 

Secretary  EsPY.  To  essentially  set  aside  regions  within  these  na- 
tional forests  that  we've  managed  so  that  wildlife  can  flourish. 

We  also  have  watershed  programs.  We  are  trying  to  get  ahead 
of  the  curve  by  holding  harmless  the  development  of  forest  pro- 
grams, to  mitigate  the  impact  of  timber  cutting  that  could  effect  in 
a  detrimental  way  the  spawning  of  fish,  particularly  salmon.  We 
are  trying  to  get  ahead  of  that,  and  it  is  fraught  with  difficulty  and 
frustration,  but  we  think  that's  the  way  we've  got  to  go. 

Mr.  Thornton.  Thank  you  for  your  responsiveness  to  my  ques- 
tions. I  have  no  further  questions,  Mr.  Chairman. 

Mr.  DURBIN.  Thank  you  very  much.  Mr.  Myers? 

Mr.  DURBIN.  Mr.  Myers? 

SHIFTING  USDA  PRIORITIES  FROM  FARM  TO  FOOD  ASSISTANCE? 

Mr.  Myers.  Your  budget  request  assumes  an  increase  in  the 
total  Food,  Nutrition  and  Consumer  Services  of  nearly  $1.8  billion. 
At  the  same  time,  the  request  for  programs  that  I  feel  are  helpful 
to  the  American  farmer,  such  as  research  programs  and  export  pro- 
grams are  proposed  to  either  decrease  or  be  funded  at  a  flat 
amount.  Is  it  the  plan  of  the  Clinton  Administration  to  shift  the 
focus  within  USDA  in  this  manner? 

Secretary  Espy.  As  you  know,  most  of  the  budget  of  the  Food, 
Nutrition  and  Consumer  Services  consists  of  "mandatory"  spend- 
ing, driven  largely  by  social  and  economic  conditions  over  which 
the  Secretary  of  Agriculture  has  very  little  control.  Most  of  the  in- 
creases you  cite,  about  $1.5  billion,  fall  into  that  category.  In  the 
food  assistance  area,  the  only  discretionary  program  to  receive  a 
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significant  budget  increase  in  WIC,  with  an  increase  of  about  $350 
million.  The  rest  either  had  no  increase  or  were  decreased.  The 
budget  of  the  Department  as  a  whole,  however,  was  formulated 
after  a  full  and  careful  review  of  each  and  every  program.  We  think 
our  budget  will  help  achieve  the  priority  goals  the  Administration 
has  set. 

FUTURE  DISASTERS 

Mr.  Myers.  The  midwest  flood  of  1993  devastated  many  farms 
in  the  midwest.  What  activities  are  proposed  to  be  funded  in  your 
1995  request  that  would  help  prevent  future  disasters  such  as  this? 

Secretary  Espy.  Our  budget  for  1995  proposes  a  significant 
change  in  the  way  we  respond  to  natural  disasters.  In  addition  to 
on-going  farm  and  housing  loan  programs,  community  assistance 
programs,  emergency  feeding  programs,  livestock  feeding  programs 
and  conservation  programs,  we  are  proposing  dramatic  changes  for 
the  crop  insurance  program. 

Legislation  we  are  proposing  will  replace  the  current  combination 
of  ad  hoc  disaster  pajonents  and  a  limited  crop  insurance  program 
with  a  comprehensive  insurance  program  based  on  catastrophic 
coverage  available  to  all  producers  for  a  nominal  fee. 

Basic  coverage  will  be  available  to  producers  through  private  in- 
surance agents  or  local  offices  of  the  Farm  Service  Agency.  The 
basic  coverage  protects  against  yield  losses  greater  than  50  percent 
at  a  pa5anent  rate  of  60  percent  of  the  projected  market  price. 
Higher  coverage  could  be  purchased  through  private  agents. 

Crop  insurance  at  the  catastrophic  level  or  above  would  be  a  con- 
dition of  eligibility  for  participation  in  the  Federal  commodity  pro- 
grams. Farmers  Home  Administration  loans,  and  conservation  pro- 
grams. Standing  authorities  for  crop  disaster  assistance  would  be 
repealed,  and  legislation  funding  ad  hoc  crop  loss  disaster  pay- 
ments would  be  exempt  from  designation  as  an  emergency  for  scor- 
ing purposes. 

Mr.  Myers.  The  total  cost  to  the  federal  government  of  the  mid- 
western  floods  has  so  far  been  around  $6  billion.  Is  the  Department 
investigating  any  efforts  to  provide  a  contingency  fund  for  agri- 
culture disasters  that  occur  throughout  the  year  so  that  off-budget 
emergency  aid  is  not  needed? 

Secretary  EsPY.  The  crop  insurance  legislation  we  are  proposing 
recognizes  that  ad  hoc  disaster  assistance  programs  have  been  en- 
acted year  after  year  and  will  continue  to  be  enacted  in  the  absence 
of  meaningful  reform  of  the  insurance  program. 

Without  new  legislation,  the  baseline  budget  shows  continued 
spending  of  almost  $2  billion  annually  for  disaster  pajrments  and 
crop  insurance.  With  the  new  legislation,  and  repeal  of  standing 
authority  for  disaster  payments,  we  would  expect  to  save  about 
$750  million  over  the  five  years  1995  to  1999. 

Further,  we  would  propose  to  exempt  ad  hoc  crop  disaster  pay- 
ment programs  from  designation  as  an  emergency  under  the  Bal- 
anced Budget  and  Emergency  Deficit  Control  Act  of  1985.  Off-budg- 
et spending  for  disaster  assistance  would  be  brought  on-budget. 
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CROP  INSURANCE 


Mr.  Myers.  You  are  proposing  to  reform  the  Federal  Crop  Insur- 
ance Program  by  providing  a  basic  level  of  catastrophic  coverage 
that  would  be  available  to  farmers  at  a  cost  of  $50  per  policy.  Is 
this  based  on  acreage  or  is  this  a  flat  fee? 

Secretary  EsPY.  It  is  an  administrative  fee  to  cover  processing 
costs  and  is  not  based  on  acreage.  Farmers  will  be  charged  $50  per 
crop,  per  county,  not  to  exceed  $100  per  county.  The  fee  may  also 
be  waived  for  "limited  resource"  farmers. 

Mr.  Myers.  Your  statement  indicates  that  you  need  legislative 
authority  to  allow  farmers  to  participate  in  the  program.  What 
would  the  impact  on  the  current  system  be  if  no  legislative  author- 
ity is  provided  this  year? 

Secretary  EsPY.  The  existing  FCIC  brings  important  strengths  to 
the  reform  process.  Its  organization  is  sound  as  seen  by  its  solid 
performance  during  this  year's  flood  and  drought  emergency.  The 
program  has  developed  a  stable  customer  base  in  many  parts  of  the 
country,  and  recent  initiatives  have  spawned  many  internal  re- 
forms outlined  in  the  "Blueprint  for  Financial  Soundness."  FCIC 
will  continue  to  pursue  these  internal  initiatives  with  or  without 
legislative  authority.  Crop  insurance  will  continue  to  be  offered  at 
the  current  35,  50,  65  and  75  percent  coverage  levels;  however, 
without  legislative  reform,  which  addresses  linkage,  catastrophic 
coverage,  rate  restructure,  and  buy-up  incentives,  we  cannot  expect 
the  increased  levels  of  participation  addressed  in  the  legislation. 
The  legislation  basically  supplements  the  existing  crop  insurance 
program. 

Mr.  Myers.  What  will  the  role  of  private  insurers  be  under  this 
proposal? 

Secretary  Espy.  The  reform  proposal  allows  farmers  to  purchase 
regular  buy-up  coverage  only  through  commercial  insurance  compa- 
nies reinsured  by  FCIC,  as  is  now  the  case.  For  catastrophic  level 
coverage,  the  bill  gives  farmers  a  choice  to  either  purchase  it 
through  a  private  company  or  through  a  local  FSA  county  office.  In 
addition,  private  insurers  may  participate  in  risk  sharing  on  busi- 
ness they  write  under  the  catastrophic  level  of  coverage.  Addition- 
ally, more  efficient  companies  will  be  allowed  to  pass  along  lowered 
overhead  costs  as  reduced  premium  rates  charged  to  farmers  which 
will  create  an  element  of  price  competition  in  this  market. 

NAFTA 

Mr.  Myers.  Is  there  any  request  in  your  budget  to  support  the 
implementation  of  NAFTA? 

Secretary  EsPY.  As  a  general  rule,  the  Department's  agencies 
have  not  requested  increased  funding  to  support  the  implementa- 
tion of  NAFTA.  Any  increased  costs  resulting  from  NAFTA  imple- 
mentation will  be  absorbed  within  current  resources.  The  one  ex- 
ception to  this  is  an  increase  of  $800,000  which  has  been  included 
in  APHIS'  budget  request  for  pest  surveillance  and  protection.  The 
$800,000  would  cover  implementation  not  only  of  NAFTA,  but  also 
the  GATT  Uruguay  Round  agreement.  With  respect  to  the  portion 
requested  for  NAFTA,  the  increase  will  support  pest  surveillance  in 
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Mexico  to  protect  U.S.  agriculture  and  support  expanded  risk  as- 
sessments. 

WIC  FUNDING  FOR  1996 

Mr.  Myers.  Your  request  for  WIC  is  increased  by  $350  million 
for  a  1995  program  total  of  $3.6  billion.  You  also  indicate  that  this 
amount  would  take  us  closer  to  full  funding  of  the  program  by 
1996.  What  request  can  this  subcommittee  expect  by  your  aeencv 
for  1996? 

Secretary  EsPY.  Our  commitment  to  achieve  the  participation  of 
all  WIC  eligibles  by  the  end  of  1996  assumes  a  funding  level  of  $3.9 
billion,  an  increase  over  our  fiscal  year  1995  request  of  another 
$350  million.  This  is  the  level  of  spending  both  0MB  and  CBO  esti- 
mated was  necessary  to  reach  the  7.5  million  women,  infants,  and 
children  estimated  to  be  fully  eligible  and  likely  to  participate.  This 
number  was  also  assumed  as  part  of  the  Administration's  Health 
Security  Act  reform  bill. 

REDUCING  THE  NEED  FOR  WIC 

Mr.  Myers.  Instead  of  simply  increasing  the  amount  of  funding 
in  the  program,  what  efforts  are  being  made  by  your  agency, 
whether  alone  or  in  conjunction  with  other  agencies,  to  reduce  the 
need  for  the  program? 

Secretary  Espy.  We  view  WIC  as  an  investment  program.  A  dol- 
lar spent  in  WIC  for  a  pregnant  woman  saves  three  dollars  in  Med- 
icaid costs.  WIC  cost  containment  efforts  save  the  program  over 
$900  million  a  year,  lessening  the  need  for  WIC  funding.  We  hope 
to  increase  the  investment  returns,  to  build  on  these  savings  and 
to  improve  program  integrity  in  the  coming  years.  In  addition,  as 
the  economy  improves  there  should  be  a  reduced  need  for  WIC.  Re- 
forming our  health  care  system  and  our  welfare  system  should  also 
reduce  the  need  for  the  program.  Health  care  reform  and  the 
growth  of  WIC  itself  will  lead  to  better  prenatal  care  and  reduce 
the  number  of  persons  who  are  nutritionally  at  risk.  Further,  wel- 
fare reform  should  reduce  the  number  of  teenagers  having  children, 
require  absent  parents  to  support  their  children,  and  require 
unwed  teens  with  children  to  live  with  their  parents  in  order  to  re- 
ceive welfare  benefits  like  AFDC.  The  Administration  budget  re- 
quest notes  that  poverty  and  welfare  dependency  are  increasingly 
associated  with  growing  up  in  one-parent  families.  Over  78  percent 
of  WIC  women  under  18  have  never  been  married,  so  rebuilding  an 
ethic  of  parental  responsibility  is  fundamental  if  we  are  to  reduce 
the  need  for  WIC.  These  things  will  help  reduce  the  need  for  WIC. 

MARKET  PROMOTION  PROGRAM 

Mr.  Myers.  You  are  proposing  to  reduce  the  Market  Promotion 
Program  by  $25  million  to  a  total  funding  level  of  just  $75  million. 
Why  does  the  program  warrant  a  25  percent  reduction  for  fiscal 
year  1995?  What  other  programs  in  your  budget  would  help  in- 
crease the  number  of  agriculture-related  exports? 

Secretary  Espy.  While  the  budget  does  include  a  proposed  reduc- 
tion for  MPP  in  fiscal  year  1995,  it  is  important  to  bear  in  mind 
that  we  have  proposed  a  total  program  level  of  over  $8.4  billion  for 
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the  Department's  international  programs  and  activities.  This  rep- 
resents a  significant  commitment  to  export  promotion  and  market 
development  efforts  on  our  part. 

In  the  case  of  MPP,  the  program  is  undergoing  fairly  significant 
changes  as  a  result  of  recent  criticisms  and  legislative  reforms.  We 
intend  to  achieve  MPP's  traditional  impact  on  U.S.  exports,  but 
with  less  cost  to  taxpayers,  by  seeking  a  more  efficient  use  of  Fed- 
eral funds  in  leveraging  private  sector  export  promotion  funding. 
Also,  MPP  does  not  directly  result  in  the  export  of  U.S.  agricultural 
products  as  many  of  our  other  export  programs  do.  This  is  another 
factor  that  is  considered  when  establishing  priorities  among  the 
various  programs. 

We  have  a  full  array  of  export  promotion  programs  which  are  de- 
signed to  support  and  enhance  U.S.  agricultural  exports.  These  in- 
clude commercial  export  programs,  including  the  CCC  export  credit 
guarantee  programs,  the  Export  Enhancement  Program,  and  Dairy 
Export  Incentive  Program.  Each  of  these  programs  is  proposed  to 
continue  in  fiscal  year  1995  at  its  current  level.  There  are  also  the 
food  assistance  activities  carried  out  under  P.L.  480  which  assist 
developing  countries.  We  also  have  market  development  programs, 
including  MPP  and  the  Foreign  Market  Development  Cooperator 
Program,  which  are  designed  to  build  long-term  markets  for  our 
commodities  and  products.  Funding  for  the  Cooperator  Program  is 
included  in  the  annual  appropriations  for  the  Foreign  Agricultural 
Service. 

WETLANDS  RESERVE  PROGRAM 

Mr.  Myers.  Your  request  for  the  Wetlands  Reserve  Program 
would  dramatically  increase  for  $61  million  in  1994  to  $241  million 
in  1995,  which  would  be  used  to  enroll  300  thousand  new  acres.  Is 
the  program  working  that  well  to  sustain  such  a  large  increase? 

Secretary  EsPY.  The  short  answer  is  yes.  For  1992,  WRP  was 
conducted  in  nine  States — California,  Iowa,  Louisiana,  Minnesota, 
Mississippi,  Missouri,  New  York,  North  Carolina,  and  Wisconsin — 
and  we  tentatively  accepted  49,888  acres.  Consistent  with  authoriz- 
ing language,  ASCS  preferred  permanent  easements.  The  ten- 
tatively accepted  acreage  was  selected  from  a  larger  pool  of  acreage 
of  about  462,100  acres  of  which  landowners  in  those  States  ex- 
pressed an  interest  to  participate  in  WRP. 

Through  February  17,  1994,  approximately  38,697  acres  were 
placed  under  permanent  easement.  Landowners  elected  to  refrain 
from  filing  an  easement  on  the  remaining  acreage.  ASCS  recently 
decided  to  reallocate  the  funds  that  became  available  from  cancella- 
tions of  1992  WRP  bids.  ASCS  selected  from  among  some  of  the 
highest  remaining  environmentally  ranked  offers,  which  resulted  in 
an  additional  16,591  acres  being  tentatively  accepted. 

For  1994,  WRP  was  expanded  to  20  States — the  original  nine 
States  and  Arkansas,  Illinois,  Indiana,  Kansas,  Nebraska,  Oregon, 
South  Dakota,  Tennessee,  Texas,  Virginia,  and  Washington.  Al- 
though the  WRP  signup  period  does  not  end  until  March  11,  1994, 
informal  comments  indicate  that  there  continues  to  be  significant 
interest  in  WHP. 

WRP  also  is  widely  supported  by  a  diversity  of  interests  such  as 
the    environmental,    farm,    commodity,    and   conservation   groups. 
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Based  on  the  continued  strong  level  of  interest  exceeding  available 
funding,  landowners  themselves  seem  to  be  among  the  strongest 
supporters. 

Mr.  Myers.  What  programs  were  reduced  to  absorb  this  $180 
million  increase  in  funding? 

Secretary  EsPY.  Overall,  Mr.  Myers,  the  request  for  ASCS  con- 
servation programs  is  up  about  $80  million.  Because  the  WRP  is 
a  mandatory  program,  no  offsetting  reduction  in  discretionary 
funds  are  necessary  to  fund  the  increased  acreage  level.  Restora- 
tion and  protection  of  wetlands  is  an  especially  high  conservation 
priority.  We  believe  that  it  is  important  to  progress  toward  the 
WRP  acreage  goals  under  the  Omnibus  Budget  Reconciliation  Act 
of  1993,  which  requires  at  least  330,000  acres  by  the  end  of  cal- 
endar year  1995  and  at  least  975,000  acres  by  the  end  of  calendar 
year  2000. 

Mr.  DuRBiN.  Ms.  DeLauro? 

FMHA  DELINQUENT  LOANS 

Ms.  DeLauro.  Earlier  we  discussed  the  fact  that  the  FmHA  has 
written  off  $11.5  billion  in  bad  loans,  and  is  still  carrying  $5  billion 
in  bad  loans  on  its  books.  Can  you  please  submit  a  breakdown  for 
all  of  these  loans  by  amount  owed,  individual  borrower,  if  possible, 
state  from  which  the  borrower  applied  for  the  loan;  which  loans 
have  been  written  down  or  written  off,  which  loans  are  delinquent; 
which  loans  have  yet  to  be  paid  off;  how  many  loans  are  still  out- 
standing; the  dollar  amount  of  each  loan,  the  principal  still  owned 
on  each  loan  and  the  interest  still  owned  on  each  loan.  Finally, 
please  confirm  or  modify  the  figures  quoted  above,  that  the  FmHA 
has  written  off  $11.5  billion  in  bad  loans  and  is  still  carrying  $5 
billion  in  bad  loans,  and  stipulate  the  programs  under  which  these 
loans  were  made. 

Secretary  EsPY.  The  Large  Loan  Servicing  Group  has  recently 
been  engaged  in  a  project  to  obtain  more  complete  data  on  the  de- 
linquent farm  loans  that  have  been  written  off.  Because  of  long- 
standing limitation  so  FmHA  accounting  systems,  this  data  must 
be  compiled  from  various  historical  records.  When  the  project  is 
completed,  FmHA  should  be  able  to  furnish  information  specifically 
addressing  most  elements  of  your  question.  I  am  hopeful  that  this 
information  will  be  available  within  a  few  weeks.  However,  under 
the  Privacy  Act  FmHA  is  barred  from  releasing  loan  information 
concerning  individual  borrowers.  I  will  supply  for  the  record  infor- 
mation on  loan  delinquencies. 

The  information  follows:] 

FARMERS  HOME  ADMINISTRATION 
[Dollar  amounts  in  thousands] 

Number  of  bor-  Amount  out-  Number  delm-  Amount  delin-         Percent  borrowers 

rowers  standmg  quent  quent  delinquent 

Farm  ownership  

Farm  operating  

Disaster  emergency  

Economic  emergency  

Recreation 

Soil  and  water  

Single-family  housing 


81,891 

$5,180,889 

12.849 

$352,762 

7 

66,665 

3.099,639 

20,434 

744,723 

24 

49,097 

3,876,135 

14,624 

2,398,117 

62 

19,172 

1,466.196 

6,581 

593,312 

40 

88 

4,729 

20 

634 

13 

8.026 

147,903 

1,591 

26,697 

7 

641,056 

18,381,735 

74,739 

2,373,078 

12 
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FARMERS  HOME  ADMINISTRATION— Continued 

[Dollar  amounts  in  thousands] 


Number  of  bor- 
rowers 

Amount  out- 
standmg 

Number  delin- 
quent 

Amount  delin- 
quent 

Percent  borrowers 
delinquent 

Multi-family  housing  

17,967 

11,040,580 

391 

21,827 

.02 

Total  

43,197,806 

131.229 

6,511,150 

30 

Note. — Farm  borrowers  usually  have  more  than  one  loan  so  totals  would  be  duplicated. 

Ms.  DeLauro.  We  have  talked  a  great  deal  in  this  committee 
about  food  stamp  fraud.  Fraud  itself  was  estimated  in  1992  by  a 
USDA  official  to  be  1  to  2  percent  of  total  benefits,  or  between  $200 
million  to  $400  million.  Overall  losses,  due  to  fraud,  computer  er- 
rors, state  welfare  agency  mistakes,  and  other  factors  are  about  $1 
billion.  That  is  in  a  program  of  about  $22  billion.  Yet  in  the  FmHA 
we  have  a  program  where  we  have  written  off  nearly  $12  billion 
and  all  the  numbers  aren't  in  yet. 

I  want  to  commend  you  and  the  USDA  for  the  steps  you  have 
taken  to  pursue  repayment  of  these  large  delinquent  loans,  includ- 
ing the  Large  Loan  Servicing  Group.  But  I  remain  concerned  about 
reports — including  a  February  10  story  in  the  Washington  Post — 
that  the  FmHA  continues  to  make  loans  to  borrowers  who  are  ei- 
ther in  default  or  have  failed  to  pay  on  earlier  loans.  What  has  the 
FmHA  done,  or  what  do  you  suggest  that  it  do,  to  ensure  that  loans 
are  not  made  to  borrowers  with  bad  credit  histories. 

Secretary  Espy.  Credit  history  is  one  factor  that  is  considered  in 
determining  eligibility  for  a  loan.  Basically,  the  applicant  must  be 
able  to  project  repayment  ability  as  reflected  in  a  sound  financial 
plan.  This  would  include  a  credit  history  showing  ability  and  will- 
ingness to  meet  financial  obligations  in  planning  and  carrying  out 
the  farming  operation.  FmHA,  however,  has  been  required  by  Con- 
gress since  1987  to  extend  new  operating  credit  to  certain  delin- 
quent borrowers  who  are  unable  to  keep  payments  current  through 
circumstances  beyond  their  control.  We  see  this  as  Congressional 
intent  for  FmHA  to  do  what  it  can  to  help  keep  marginal  oper- 
ations in  business.  I  understand  the  Small  Business  Administra- 
tion (SBA)  works  with  its  lenders  to  help  businessmen  facing  tem- 
porary difficulties  continue  in  operation.  Although  the  SBA  system 
appears  to  be  less  formal  in  structure  than  FmHA's  because  most 
of  its  assistance  is  in  the  form  of  loan  guarantees,  the  approach 
seems  similar. 

Ms.  DeLauro.  I  understand  that  we  need  to  have  some  compas- 
sion for  the  small  farmer,  beaten  by  circumstances  beyond  his  con- 
trol. And  that  this  is  part  of  the  mission  of  the  FmHA.  But  I  was 
concerned  to  read  in  the  Post  article  that  an  FmHA  official  in 
charge  of  farm  loans  characterized  the  FmHA  as  a  "welfare  agen- 
cy." The  FmHA  is  designed  to  help  farmers  obtain  credit  who  are 
unable  to  get  it  from  commercial  sources,  but  is  it  not  in  its  best 
interest  to  also  help  them  become  creditworthy,  successful  farmers? 
Throwing  money  at  them  alone  can't  do  anyone  any  good.  What  is 
the  USDA's  view  of  the  mission  of  FmHA:  who  should  be  consid- 
ered qualified  loan  recipients,  and  what  steps  should  be  taken  to 
assure  that  these  loan  recipients  are  and  remain  creditworthy. 

Secretary  EsPY.  Supervised  credit  is  one  of  the  Clinton  Adminis- 
tration's top  priorities  and  efforts  are  underway  to  provide  training 
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to  employees  and  borrowers  to  accomplish  this  goal.  Supervised 
credit  is  essential  if  we  are  to  help  small  and  limited  resource 
farmers,  socially  disadvantaged  applicants,  and  beginning  farm- 
ers— all  Congressionally  mandated  priorities — succeed  in  their  op- 
erations so  they  can  eventually  graduate  to  commercial  credit.  By 
supervised  credit  we  mean  close,  personal  contact  between  the  bor- 
rower and  the  FmHA  count  office  personnel  to  detect  and  resolve 
potential  problems;  by  pilot  farm  management  programs  we  are 
conducting  with  the  1890  land  grant  institutions  and  Tuskegee 
University;  by  equipping  mobile  "jump  teams"  with  laptop  comput- 
ers to  travel  to  disaster  areas  or  others  in  need  of  special  help  to 
sit  down  at  the  kitchen  table  to  help  farmers  solve  their  credit 
needs.  FmHA's  job  is  to  help  those  who  are  willing  and  able,  but 
who  need  a  hand  up  on  a  temporary  basis  to  help  bring  them  into 
mainstream  agriculture. 

USDA  RESPONSE  TO  DELINQUENT  LOANS 

Ms.  DeLauro.  Chairman  Durbin  and  I  have  written  to  you  about 
this  problem  of  large,  delinquent  loans.  And  I  understand  that  you 
have  directed  the  USDA  to  develop  some  legislative  initiatives  to 
deal  with  this  problem.  Would  you  please  submit  a  list  of  these  ini- 
tiatives, being  as  specific  as  possible? 

Secretary  Espy.  There  are  a  number  of  areas  where  Congress 
could  provide  immediate  assistance  to  FmHA  in  resolving  its  port- 
folio of  existing  problem  loans  of  all  sizes.  I  will  list  the  most  im- 
portant ones  for  the  record. 

[The  information  follows:] 

Contract  attorneys. — ^Authority  to  contract  for  attorneys  to  handle  liquidation 
would  be  helpful  because  U.S.  attorneys  as  a  rule  have  agendas  filled  with  serious 
crime  cases  that  justifiably  take  precedence  over  matters  such  as  loan  foreclosures. 
FmHA  has  authority  to  hire  attorneys  to  assist  in  its  rural  housing  portfolio.  This 
system  has  worked  very  well  and  at  a  substantial  savings  to  the  Government. 

Buyout  time  extension. — Current  law  gives  a  borrower  90  days  to  buy  out  a  loan 
at  net  recovery  value  of  the  security,  and  FmHA  cannot  accept  buyouts  beyond  the 
90-day  deadline.  If  FmHA  were  allowed  to  accept  buyouts  until  an  account  is  accel- 
erated, more  farmers  would  be  able  to  keep  their  farms,  and  the  Government  would 
have  reduced  losses. 

Additional  writedowns. — Current  law  allows  a  one-time  lifetime  writedown  not  to 
exceed  $300,000.  This  is  causing  an  undue  hardship  on  farmers  in  disaster  areas 
whose  delinquency  is  beyond  their  control.  Allowing  additional  writedowns  or  write- 
offs not  to  exceed  $300,000  under  certain  disaster-related  circumstances  would  keep 
more  farmers  in  business  with  an  opportunity  to  recover  from  the  disaster. 

Nonjudicial  foreclosure. — Draft  legislation  is  currently  circulating  within  the  Exec- 
utive Branch  that  would  establish  a  uniform  Federal  procedure  for  nonjudicial  fore- 
closures. The  purpose  would  be  to  provide  a  practical  mechanism  to  foreclose 
nonjudicially  on  collateral  while  preserving  the  Federal  Government's  rights  to  a  de- 
ficiency judgment.  If  enacted,  this  measvire  would  give  Federal  agencies,  including 
FmHA,  more  realistic  and  cost-saving  options  for  recovering  property  and  establish- 
ing deficiencies. 

Appeals. — Borrowers  with  large,  complex  loans  tend  to  hire  sophisticated  legal 
counsel  who  often  file  multiple  appeals,  sometimes  in  different  locations,  which  can 
tax  the  existing  appeals  system's  ability  to  produce  timely  and  consistent  decisions. 
Authority  for  the  Secretary  to  assign  such  cases  to  administrative  law  judges  would 
allow  persons  with  broader  legal  backgrounds  and  experience  to  decide  the  issues 
involved.  A  provision  to  create  such  a  system  is  included  in  the  Senate  bill  on  the 
reorganization  of  USDA. 
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LARGE  LOANS 


Ms.  DeLauro.  The  Nightline  segment  on  this  issue  mentioned  a 
dentist  who  owes  $3.5  million  and  owns  14,000  acres;  a  farmer  and 
vintage  airplane  collector  who  owes  $1.2  million;  and  a  developer 
who  owes  $18  million.  What,  if  an3^hing,  can  be  done  to  get  at  the 
assets  these  people  control  that  are  not  tied  to  their  loans?  If  noth- 
ing, then  what  other  kinds  of  leverage  can  the  government  bring 
to  bear  to  get  these  borrowers  to  pay  their  delinquent  loans. 

Secretary  EsPY.  I  am  precluded  by  the  Privacy  Act  from  respond- 
ing in  any  manner  requiring  a  release  of  confidential  information 
regarding  a  borrower.  This  response  is  accordingly  framed  in  more 
general  terms  encompassing  the  implications  of  FmHA's  servicing 
obligations  under  the  CONACT,  as  it  operated  prior  to  amend- 
ments enacted  in  1990. 

As  you  know,  the  Agricultural  Credit  Act  of  1987,  among  other 
things,  established  a  comprehensive  scheme  for  administering  serv- 
icing relief  to  FmHA  borrowers,  as  part  of  Congress's  response  to 
the  agricultural  credit  crisis  during  the  1980's.  Under  the  mandate 
of  the  Act,  a  borrower's  rights  to  servicing  and  related  appeals 
must  be  exhausted  prior  to  acceleration  and  liquidation  of  a  loan 
by  FmHA. 

If,  for  some  reason,  a  million  dollar  borrower  could  not  find  debt 
restructuring  relief  under  the  various  options  of  the  Act,  including 
obtaining  financing  for  a  net  recovery  buy-out,  FmHA  would  be  en- 
titled to  seek  a  deficiency  judgm.ent.  Only  following  servicing  and 
during  foreclosure,  however,  does  this  right  come  into  play  in  re- 
spect to  applications  for  servicing  filed  prior  to  November  28,  1990. 

In  the  case  of  the  delinquent  large  loans  in  California,  the  Ninth 
Circuit  Court  has  recently  held  that  the  federal  statute  of  limita- 
tions on  FmHA  notes  runs  on  delinquent  installments  of  debt  from 
the  date  of  delinquency,  since  the  notes  do  not  contain  an  auto- 
matic acceleration  clause.  In  the  same  case,  the  court  disallowed 
entry  of  a  deficiency  judgment  on  the  mortgage  since  the  statute 
of  limitations  had  run  on  obligations  under  the  note. 

The  Loan  Resolution  Task  Force  will  be  assessing  the  implica- 
tions of  the  holdings  in  this  decision  and  possible  strategies  for  re- 
alizing recoveries  within  the  legal  framework  that  it  defines. 

Ms.  DeLauro.  In  the  Nightline  episode,  FmHA  Administrator 
Michael  Dunn  said  that,  in  35  percent  of  the  cases  of  large  loan  de- 
faults, the  agency  has  not  followed  its  own  regulations.  What  steps 
have  been  taken  to  ensure  that  this  is  no  longer  the  case? 

Secretary  EsPY.  Administrator  Dunn  was  referring  to  findings 
that  emerged  during  the  review  of  foreclosures  that  I  initiated 
shortly  after  becoming  Secretary.  The  review  produced  an  extensive 
report  with  recommendations.  A  number  of  these  recommendations 
are  being  implemented  through  new  administrative  procedures  and 
checklists  in  FmHA's  Farmer  Programs. 

FMHA  FLEXIBILITY 

Ms.  DeLauro.  Delinquent  borrowers  complained  to  Nightline 
that  they  have  tried  to  work  out  repayment  schemes  with  the 
FmHA,  but  that  FmHA  won't  work  with  them.  What  kind  of  flexi- 
bility does  the  FmHA  have  to  work  with  delinquent  borrowers? 
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Secretary  Espy.  The  Agriculture  Credit  Act  of  1987,  implemented 
in  1988,  prescribes  in  detail  loan  servicing  options  to  be  afforded 
delinquent  farm  borrowers.  Complaints  that  have  been  voiced  have 
reflected  a  lack  of  interest  on  the  part  of  borrowers  in  paying 
FmHA  an  amount  fairly  reflecting  borrowers'  financial  capabilities 
to  repay  the  indebtedness  to  FmlL\.  FmHA's  debt  settlement  regu- 
lations require,  as  a  condition  for  acceptance  of  a  compromise  or 
debt  adjustment  offer  to  settle  FP  debt  that  a  borrower  is  unable 
to  pay,  that  FmHA  consider  a  number  of  factors,  including  the 
value  of  a  debtor's  assets. 

In  the  case  of  large  loans,  FmHA  is  retaining  private  asset  inves- 
tigators to  conduct  independent  investigations  of  the  assets  of  such 
borrowers,  so  that  FmHA  can  enter  into  debt  settlement  agree- 
ments with  such  borrowers  with  greater  confidence. 

Ms.  DeLauro.  Local  FmHA  officials  have  complained  in  news  ac- 
counts that  their  "hands  are  tied"  when  it  comes  to  collecting  these 
large  delinquent  loans.  What  can  be  done  on  the  ground  to  make 
their  job  easier? 

Secretary  EsPY.  As  I  have  mentioned,  the  Agriculture  Credit  Act 
of  1987  prescribes  in  detail  the  loan  servicing  options  to  be  afforded 
to  delinquent  farm  borrowers.  I  am  also  expecting  FmHA  to  closely 
examine  the  existing  legal  and  regulatory  framework  to  identify 
other  strategies  that  may  be  helpful  in  realizing  larger  recoveries 
on  these  loans. 

DEFECTS  IN  SERVICING 

Ms.  DeLauro.  When  Mr.  Dunn  testified  before  the  Senate  Agri- 
culture Committee  on  this  subject,  he  said  that,  when  you  sus- 
pended foreclosures  to  allow  for  review  of  those  proceedings,  34  out 
of  the  100  million-dollar  borrowers  who  requested  a  review  were 
sent  back  to  the  states  for  "corrections  in  the  servicing  process." 
Can  you  explain  what  is  happening  to  these  borrowers,  and  how 
will  this  process  affect  their  repayment? 

Secretary  ESPY.  Administrator  Dunn's  reference  was  to  a  finding 
during  the  review  of  foreclosures  that  I  initiated  last  year.  The  sta- 
tistic concerns  defects  in  servicing  of  all  accounts  where  borrowers 
requested  review.  As  a  general  matter,  the  defects  in  servicing  in 
cases  returned  to  the  states  for  corrections  reflected  primarily  var- 
ious kinds  of  breakdowns  in  servicing  which  I  will  provide  for  the 
record. 

[The  information  follows:] 

Failvire  to  document  proper  notice  of  available  loan  service  and  debt  settlement 
programs  on  borrowers — 12.23% 

Failure  to  send  notices  of  available  servicing  and  debt  settlement  programs  to  bor- 
rowers' or  their  attorneys  in  connection  with  bankruptcy  cases — 7.45% 

Feiilure  to  inform  borrowers  of  their  opportunity  to  be  considered  for  preservation 
loan  servicing  prior  to  acceleration  of  the  accounts — 10.90% 

Failure  to  give  borrowers  notice  of  their  appeal  rights  in  connection  with  an  ad- 
verse decision  on  servicing — 13.03% 

Secretary  Espy.  Borrowers  who  appear  to  have  never  received 
notice  of  servicing  opportunities  will  be  offered  servicing  under 
FmHA's  servicing  regulations.  Whether  FmHA  will  foreclose  in 
these  cases  will  depend  upon  their  ability  to  propose  a  feasible  plan 
or  purchase  their  loans  through  a  new  recovery  buyout.  Other  bor- 
rowers' entitlement  to  write-downs  or  servicing  will  depend  upon 


728 

the  timing  of  submission  of  their  original  appHcations  for  servicing. 
In  the  case  of  loans  that  FmHA  will  still  foreclose,  FmHA's  recover- 
ies will  depend  upon  whether  foreclosed  borrowers  have  sufficient 
unpledged  assets  to  satisfy  a  deficiency  judgment. 

ADEQUACY  OF  FMHA  RESOURCES 

Ms.  DeLauro.  Does  the  FmKLA.  have  adequate  resources  to  carry 
out  its  reviews  of  FmHA  loans,  to  train  FmHA  staff?  What  addi- 
tional resources,  in  detail,  would  you  need? 

Secretary  EsPY.  On  February  18,  I  announced  the  formation  of 
a  Loan  Resolution  Task  Force  to  address  the  loan  delinquencies  of 
the  initial  portfolio  of  between  6,000  and  12,000  farmer  program 
loans  and  approximately  75—100  multi-family  housing  loans.  It  is 
anticipated  that  problem  loans  will  be  transferred  to  the  Task 
Force  at  the  point  of  acceleration.  I  intend  to  reach  a  final  decision 
regarding  the  structure,  staffing  and  budget  of  the  Task  Force  in 
the  near  future.  These  decisions  are  dependent  on  the  number  of 
accounts  to  be  transferred  and  the  cost/benefits  of  various  field 
structure  alternatives. 

It  is  anticipated  that  adequate  resources  are  available  in  other 
FmHA  program  areas,  and  that  these  resources  will  be  transferred 
to  this  effort  with  respect  to  staffing,  training,  and  facilities.  The 
need  for  additional  resources  will  vary  depending  on  the  final 
structure  of  the  Task  Force  and  should  be  defined  in  detail  in  the 
near  future.  If  additional  resources  are  needed,  the  need  will  be  in 
the  area  of  legal  support  to  resolve  the  portfolio  of  delinquent  ac- 
counts. 

Ms.  DeLauro.  Mr.  Chairman,  I  have  no  more  questions. 

Mr.  DURBIN.  Oh,  thank  you.  Mr.  Peterson  for  five  minutes. 

Mr.  Peterson.  Thank  you,  Mr.  Chairman.  I  would  like  to  just 
comment  on  what  my  colleague  had  earlier  said  on  the  Forest  Serv- 
ice. Having  two  national  forests  in  my  district,  it  is  something  very, 
very  dear,  though  I  understand  we're  not  on  the  committee  having 
direct  jurisdiction. 

But  I  want  to  make  sure  that  everybody  understands  that  these 
national  forests  must  be  managed,  and  be  managed  properly,  then 
we  can  do  all  of  the  things  for  species,  enhancement  and  so  on,  so 
I  don't  want  to  make  those  national  parks,  necessarily,  in  that 
sense,  and  I  think  we  have  to  guard  against  that. 

CROP  INSURANCE 

Let  me  touch  on  this  crop  insurance  proposal.  I  have  some  con- 
cerns which  appear  to  be  whether  a  crop  insurance  program,  a  crop 
registration  program  in  that  that's  all  we're  going  to  charge  in  that 
process,  and  I  would  like  your  comments  on  how  you  think  that's 
going  to  work. 

And  then  in  regard  to  the  60  percent  processing  there,  you  say 
you're  going  to  have  a  combination  of  your  FSA  and  private  insur- 
ance. How  is  that  going  to  be  carried  out? 

Secretary  EsPY.  Well,  the  question  of  participation,  the  question 
of  actuarial  soundness,  the  question  of  crop  coverage,  the  question ' 
of  service  delivery,  and  the  budget  question  will  need  to  be  ad- 
dressed for  sure,  and  whether  or  not,  if  we  have  a  catastrophe,  just 
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as  we  had  in  the  Midwest — whether  additional  assistance  on  an  ad 
hoc  basis  can  be  made  available  by  Congress. 

Mr.  DURBIN.  Okay 

Secretary  Espy.  What  I  saw  when  I  went  there,  and  what  the 
President  saw  when  he  went  there,  must  be  corrected.  We  have  a 
low  rate  of  participation  across  the  country.  In  some  states,  it's 
pretty  high,  but  as  a  general  statement,  participation  in  the  cur- 
rent crop  insurance  program  is  about  35  percent,  or  even  lower, 
throughout  the  country  as  a  whole. 

So  we  are  operating  two  programs.  We  are  operating  an  indem- 
nification program  under  crop  insurance  where  we  provide  a  30 
percent  subsidy,  and  we  operate  an  ad  hoc  disaster  program  for 
drought,  flood  or  whatever.  Those  who  suffer  disaster  are  going  to 
come  here  and  the^re  going  to  get  the  money.  We  have  spent  the 
last — and  check  me  if  I'm  wrong — but  we  spent  about,  almost  $20 
billion  on  both  systems  in  the  last  ten  years. 

So  we  are  not  managing  either  very  well.  We  approached  the  Of- 
fice of  Management  and  Budget  0MB — and  we  asked  for  baseline 
adjustment,  and  we  received  it.  Again  I'm  generalizing  but,  about 
a  billion  dollars  a  year  was  more  added  to  the  baseline,  which  was 
our  estimate  of  what  we  would  spend  on  ad  hoc  disasters  in  the 
next  few  years. 

We  said  let's  put  it  in  right  now.  Let's  get  ahead  of  the  curve, 
and  let's  offer  the  farmers  a  policy  that  they  can  afford.  We  want 
to  raise  the  level  of  subsidy  and  eliminate  the  premium  on  the  base 
coverage,  and  then  we  build  in  enough  flexibility  where  farmers 
can  purchase  additional  coverage  to  meet  their  own  individual  con- 
dition from  private  crop  insurers. 

We  won't  offer  the  buy-up  coverage.  We  will  subsidize  it  incre- 
mentally, but  we  won't  provide  it  outright.  That  will  allow  flexibil- 
ity. The  base  coverage  will  cost  only  $50.  It  will  provide  coverage 
on  the  first  50  percent  of  normal  production  and  protect  farmers  in 
case  of  a  calamity.  They  can  also  buy  up. 

And  we  will  base  it  on  their  actusd  production  history  because 
the  complaint  I  have  heard  time  and  again  from  my  trips  to  the 
Midwest  is  that  ASCS  data  and  yield  records  are  outdated,  and  I 
agree. 

We  are  more  productive  in  this  country  than  we  were  ten  years 
ago.  So  let's  base  insurance  on  the  farmers'  actual  production  his- 
tory, not  regional  yields  or  county  jaelds.  Let's  base  it  on  individual 
yields,  okay? 

And  we  want  to  pay  them  about  60  percent  of  what  they  receive 
in  the  market  for  that  first  50  percent  of  production  loss.  That's 
pretty  good. 

If  the  farmer  wants  only  the  basic  coverage,  then  he  or  she  can 
get  it  either  from  the  FSA  or  the  private  crop  insurers.  If  they 
want  to  buy  up  coverage,  they  can  receive  it  only  from  the  private 
crop  insurers.  We  have  worked  with  crop  insurers  on  this.  They  are 
excited  about  it.  I  think  that's  the  proper  role  of  government,  work- 
ing together  with  the  private  sector. 

So  what  we  hope  to  have  is  a  system  where  the  premiums  are 
reduced  and  participation  will  increase.  There  will  be  a  mandate. 
If  you  take  advantage  of  the  largesse  of  the  United  States  through 
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the  credit  and  farm  programs,  so  you  will  have  to  participate  in 
crop  insurance. 

If  you  are  going  to  get  a  loan  from  us,  you  have  got  to  get  the 
insurance.  That  makes  sense  to  me.  If  you  going  to  receive  the  ben- 
efit of  our  farm  programs,  you  have  to  participate  in  crop  insur- 
ance. 

It  is  mandated,  but  to  me  it  is  a  proper  mandate,  one  that  builds 
up  the  participation,  and  that  makes  the  program  more  actuarially 
sound.  So  we  have  a  system  that's  flexible,  that  offers  base  cov- 
erage, that  offers  covers  for  catastrophic  loss,  offers  this  coverage 
for  prevented  planting,  which  totally  eliminates  the  insane  problem 
I  witnessed  in  the  Midwest,  where  the  farmers  who  paid  premiums 
for  crop  insurance  for  years  had  no  right  for  coverage  because  they 
couldn't  plant.  They  couldn't  plant  because  the  water  was  on  the 
land,  and  you  can  only  get  remuneration  for  losses.  You  can't  get 
losses  if  you  don't  plant.  It  made  no  sense. 

So  we  changed  it.  We  have  prevented  planting.  We  have  cata- 
strophic loss,  and  we  have  flexibility  for  both  the  FSA  as  a  govern- 
ment agency,  and  the  private  insurance  industry  to  offer  it.  I  think 
it's  a  go. 

The  problem  is  with  the  Congress  now.  If  we  have  a  huge  prob- 
lem in  the  future,  and  we  might,  what  happens  if  we  do  not  make 
this  change? 

Mr.  Peterson.  Well,  it  is  clear  that  you  wanted  that  question. 
[Laughter.] 

That  having  been  said,  I  will  3deld  back.  Thank  you,  Mr.  Chair- 
man. 

Mr.  DURBIN.  The  gentleman  3delds  back  no  time.  [Laughter.] 

The  gentleman  from  Arizona  has  five  minutes.  Mr.  Pastor. 

Mr.  Pastor.  Espy  took  all  your  ten  minutes. 

Mr.  DURBIN.  Mr.  Pastor  for  five  minutes. 

ELECTRONIC  BENEFITS  TRANSFER 

Mr.  Pastor.  Yes,  sir.  Regarding  the  EBT,  implementing  such  a 
system  would  require  capital  investment  either  by  the  stores  or  any 
merchant  who  may  be  accepting  the  card.  Why  don't  you  just  go 
to  cash?  Send  them  a  check. 

Secretary  Espy.  Send  them  a  check? 

Mr.  Pastor.  Yes,  to  the  eligible  recipient,  rather  than  food 
stamps  as  you  do  now.  Why  don't  you  send  them  a  check? 

Secretary  EsPY.  Well,  if  you  send  them  a  check,  you're  not  sure 
that  the  money  will  be  spent  on  food. 

This,  after  all,  is  a  food  stamp  program.  You  want  them  to  buy 
food.  You  know,  because  of  the  dire  straits  of  many  of  these  indi- 
viduals, there  would  be  a  pressure  to  purchase  other  things — to  pay 
rent,  to  pay  for  shelter,  to  pay  for  transportation. 

What  we  want  to  do  is  to  help  them  to  buy  food. 

Mr.  Pastor.  I  think  I  am  more  optimistic. 

Secretary  Espy.  Pardon? 

Mr.  Pastor.  Maybe  I'm  more  optimistic.  Right  now  they  are  sell- 
ing stamps  for  what?  It's  $.30  on  the  dollar  probably,  in  many 
cases. 

Secretary  ESPY.  Again,  this  is  something  that  EBT  would  elimi- 
nate. There  is  an  ATM  card  with  a  pin  number,  and  so  when  the 
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recipient  shows  up  in  the  grocery  store  at  the  cash  register  with 
food  to  purchase,  he  or  she  can  punch  in  a  personal  pin  number. 

Only  the  recipient  knows  that  pin  number,  and  so  we  practically 
eliminate  the  ability  for  fraudulent  purchases.  Also  when  the  recip- 
ient approaches  the  cash  register  and  the  cashier  keys  in  this  sale 
as  an  EBT  sale,  and  the  purchases  are  scanned,  the  recipient  can- 
not buy  beer,  cigarettes  or  any  ineligible  commodities.  It  cannot  be 
done. 

Right  now  the  grocery  clerk  has  to  say  sir,  or  ma'am,  you  cannot 
purchase  this  under  this  program,  and  that's  difficult.  This  EBT 
system  would  render  these  transactions  unnecessary,  because  you 
would  be  unable  to  do  it  under  the  computer  screening  mechanism. 

And  also  there  is  a  chilling  effect  in  the  current  process.  Many 
welfare  recipients  just  don't  want  to  have  to  go  through  the  prob- 
lems of  standing  there  and  sorting  through  their  purchases.  An 
ATM  card  reduces  paperwork.  It  is  portable.  It  reduces  this  stig- 
matized effect  of  having  to  purchase  groceries  as  welfare  purchaser. 

It  reduces  the  likelihood  of  fraud.  It  saves  me  a  ton  of  paperwork. 
We  don't  have  to  bum  the  coupons  that  we  have  paid  to  print.  It 
just  makes  sense,  and  it  is  cost  neutral,  we  can't  impose  a  system 
that  is  more  costly  than  the  one  we  have  right  now. 

So  it  just  makes  sense,  and  I  just  encourage  all  the  states  to 
move  that  way. 

Mr.  Pastor.  I'm  with  you  on  that,  but  I  would  probably  go  one 
step  further.  I  probably  am  more  optimistic  about  human  beings. 

MARKET  PROMOTION  PROGRAM 

I  also  want  to  ask  about  something  we  heard  yesterday.  We  were 
told  export  markets  look  very  promising  for  the  future — Latin 
America,  Mexico  in  particular.  These  markets  are  going  to  open  up, 
yet  a  program  that  I  think  has  been  effective,  MPP  is  being  re- 
duced. 

The  first  question  is,  is  this  logical?  And  then  if  you  are  going 
to  continue  to  reduce  it,  what  other  initiatives  are  you  going  to  pro- 
pose in  its  place  to  enhance  our  export  possibilities? 

Secretary  EsPY.  Thank  you  for  the  question.  Within  our  export 
program  arsenal,  we  have  several  weapons.  We  have  GSM.  We 
have  the  Export  Enhancement  Program — EEP.  We  have  programs 
like  MPP,  and  this  takes  a  lot  of  time  to  answer  this,  but  frankly 
I  think  that  we  cannot  have  a  reduction  in  EEP  because  this  is  the 
tool  that  really  has  allowed  us  to  combat  the  unfair  trading  prac- 
tices of  our  competitor  nations. 

We  had  an  EEP  for  Mexico,  and  that  salvaged  our  grain  market 
that  had  been  captured  by  heavily  subsidized  Canadian  grains.  We 
got  their  attention  when  we  EEP-ed  wheat  into  Mexico. 

And  similarly,  to  leverage  a  favorable  GATT  outcome,  we  have 
EEP-ed  into  the  traditionally  European  Community's  export  mar- 
kets. 

Now,  what  we  don't  do  is  we  don't  target  markets  that  have  been 
traditionally  serviced  by  non-subsidized  nations.  But,  if  you  are 
going  to  subsidize  against  us,  and  disrupt  our  historic  share,  we're 
going  to  come  at  you.  We  have  been  able  to  do  that  through  aggres- 
sive use  of  the  EEP,  so  we  can't  reduce  it  in  my  opinion. 
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When  it  comes  to  GSM,  the  Export  Credit  Guarantee  program, 
that  again  is  a  program  that  I  would  hesitate  to  cut  because  it  de- 
velops markets.  It  allows  importing  nations  to  purchase  American 
commodities  under  the  notion  that  there  is  a  guarantee  which  re- 
duces the  interest  rates  from  the  servicing  banks,  and  it  just  allows 
us  another  mechanism  to  secure  new  markets,  particularly  in  de- 
veloping nations. 

And  again,  that's  not  something  that  I  would  want  to  cut.  So  we 
come  to  MPP  which  is  a  program  that  I  favor,  but  if  you  would  rate 
it  against  the  other  export  programs,  it  is  not  as  useful  as  the  oth- 
ers because  the  program  helps  U.S.  corporations  to  market  their 
own  products  into  other  countries. 

This  program  has  been  criticized,  and  in  some  cases,  rightfully 
so,  because  it  did  not  target  small  businesses  that  need  help  to  pro- 
cure niches  in  deserving  markets.  We  tend  to  focus  on  the  larger 
companies  with  assets  in  their  marketing  programs  that  really 
don't  need  help  from  the  U.S.  Grovernment. 

We  have  read  these  stories  about  McDonalds  and  Dole  and  the 
others  that  are  very  large  multi-national  companies,  and  they  prob- 
ably don't  need  help  from  us  in  marketing  their  products. 

That's  a  valid  criticism.  So  in  my  opinion,  there  has  to  be  some 
kind  of  a  re-targeting  of  MPP  funds,  some  sort  of  a  graduation  out 
of  the  MPP  and  this  is  where  we  are  headed. 

So  that's  why.  I  hate  to  cut  any  of  it,  to  be  honest  with  you,  but 
we  don't  have  that  flexibility.  We  have  to  cut  something  because 
of  the  discretionary  caps  we're  under,  and  so  MPP  was  targeted  for 
a  reduction. 

Mr.  Pastor.  Thank  you,  Mr.  Secretary. 

Mr.  DURBIN.  Ms.  DeLauro. 

EBT 

Ms.  DeLauro.  Just  a  quick  question  to  go  back  to  something  that 
Mr.  Pastor  was  saying  on  the  EBT.  Is  the  cost  neutrality  that  you 
mentioned,  Mr.  Secretary,  is  that  a  hindrance  to  getting  states  to 
come  on  line  with  it?  Is  there  something  that  the  Congress  can  do? 

This  works. 

Secretary  EsPY.  Yes. 

Ms.  DeLauro.  We  think  it  will  work.  We  think  it  will  be  very 
effective,  and  yet  is  this  cost  neutrality  notion  preventing  states  to 
come  on  line,  and  is  there  something  that  the  Congress  can  do 
about  it  to  foster  states  to  move  into  this  as  quickly  as  possible  so 
that  we  do  cut  down  in  the  difficulty? 

Secretary  EsPY.  I  think  it  is  a  hindrance,  but  it  might  be  a  nec- 
essary hindrance.  We  don't  want  to  impose  additional  costs  on  the 
Government,  but  it's  something  that  we  should  really  look  at,  Rosa, 
to  be  honest. 

Ms.  DeLauro.  Yes. 

Secretary  Espy.  Also  how  we  can  cause  the  technology  to  be  even 
more  accessible  to  mom  and  pop  shops  or  shops  in  rural  areas. 

Ms.  DeLauro.  Right. 

Secretary  Espy.  Now,  we  licked  that  in  Maryland  and  we  licked 
it  in  Texas.  Texas  is  about  to  complete  implementation  of  its  EBT. 
That's  a  sprawling  state  with  lots  of  rural  areas,  and  it  accom- 
plished it,  and  so  I  would  encourage  all  of  us  to  look  at  their  model. 


733 

Ms.  DeLauro.  Thank  you. 
Mr.  DURBIN.  Mrs.  Vucanovich? 

NATURAL  RESOURCES  CONSERVATION  SERVICE  CONSOLIDATION 

Ms.  Vucanovich.  First,  I  would  like  to  thank  you  for  coming 
here  today  and  for  sharing  in  your  views  of  the  present  and  future 
of  agriculture  in  our  nation.  As  we  look  to  the  future  and  your  pro- 
posal to  reorganize  the  Department,  I  do  have  some  questions: 

You  mention  consolidating  USDA  conservation  programs  into  the 
Natural  Resources  Conservation  Service.  Many  farmers  in  my 
State  of  Nevada,  and  throughout  this  country,  are  concerned  about 
the  placement  of  the  Soil  Conservation  Service  within  the  new 
agency.  Some  have  even  told  me  they  believe  this  should  be  placed 
under  the  proposed  Farm  Service  Agency.  The  main  concern  is  that 
this  program  remain  a  technical  assistance  program  to  farmers,  not 
a  watchdog  agency  with  functions  similar  to  that  of  the  EPA. 
Would  you  care  to  comment? 

Secretary  EsPY.  Yes  I  would  like  to  help  clear  up  the  concerns 
that  some  have  expressed  about  my  USDA  reorganization  proposal. 
My  proposal  does  not  include  the  Soil  Conservation  Service,  as  part 
of  the  proposed  Farm  Service  Agency.  Instead,  a  new  Natural  Re- 
sources Conservation  Service  will  be  created  by  consolidating  all  of 
SCS  and  most  of  the  conservation  programs  of  the  Agricultural 
Stabilization  and  Conservation  Service.  The  proposal  to  move  the 
ASCS  conservation  programs  to  the  new  NRCS  gives  the  new  agen- 
cy the  full  range  of  policy  and  program  tools  needed  to  carry  out 
its  broad  mandate.  This  mandate  involves  working  with  farmers 
and  keeping  agricultural-related  soil  and  water  resource  problems 
to  a  minimum.  The  NRCS  would  remain  a  technical  service  agency 
and  not  become  a  watchdog  agency  similar  to  EPA. 

Ms.  Vucanovich.  Many  farmers  are  concerned  that  a  reorganiza- 
tion of  the  USDA  may  place  important  programs,  like  soil  and 
water  conservation  programs,  further  out  of  their  reach.  Could  you 
describe  how  the  Department  will  keep  communities  and  local 
farms  involved  at  the  local  level  within  the  new  organization? 

Secretary  Espy.  I  am  aware  that  some  individuals  have  been  con- 
cerned about  being  able  to  be  involved  at  the  local  level  in  these 
programs.  My  staff  has  been  striving  to  accomplish  the  many  and 
varied  missions  of  USDA  in  an  efficient  way,  while  providing  ap- 
propriate and  meaningful  services  to  American  citizens  in  a  fiscally 
responsible  manner.  NRCS  field  staff  would  be  located  within  the 
same  field  office  as  Farm  Service  Agency  in  order  to  streamline 
services  to  farmers  and  avoid  duplication  of  records  and  conflicting 
policies.  They  will  continue  to  work  closely  with  Soil  and  Water 
Conservation  Districts  and  other  local  organizations  in  the  delivery 
of  soil  and  water  conservation  programs. 

MULTIFAMILY  HOUSING  FUNDS 

Ms.  Vucanovich.  I  am  quite  concerned  about  rural  housing 
needs  in  my  state  of  Nevada  and  other  states  in  the  nation.  The 
budget  proposal  reduces  the  multi-family  loans  by  $320  million. 
There  is  the  concern  that  this  reduction  will  not  meet  the  housing 
needs  of  the  rural  poor  and  the  disruption  of  funding  will  have 
long-term  effects.  Would  you  like  to  comment  on  this? 
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Secretary  Espy.  Although  there  is  a  reduction  in  this  affordable 
housing  development  program,  it  is  made  within  the  context  of  the 
budget  spending  caps  for  discretionary  programs.  These  funds, 
however,  are  not  lost  to  rural  Americans,  but  are  transferred  to  our 
very-low-income  and  low-income  tenant  rental  assistzaice  subsidy 
and  rural  housing  voucher  programs  for  renewal  of  expiring  con- 
tracts and  additional  rental  subsidies. 

ROLE  OF  RURAL  ELECTRIC  AND  TELEPHONE  PROGRAMS 

Ms.  VucANOViCH.  Last  year,  we  made  substantive  changes  to  the 
rural  electric  and  telephone  programs  and  this  year's  budget  pro- 
posal reflects  those  changes.  As  our  Nation  progresses  with  techno- 
logical advances  in  the  communications  field,  one  case  being  dis- 
tance learning,  what  do  you  envision  the  role  of  these  rural  pro- 
grams to  be  and  the  budgetary  needs  of  these  programs  in  the  next 
decade. 

Secretary  EsPY.  Ms.  Vucanovich,  you  are  right  that  significant 
changes  in  the  rural  electric  and  telephone  programs  were  made 
last  year,  and,  to  an  extent,  the  1995  budget  does  reflect  those 
changes.  The  budget  departs  from  the  enacted  reforms  by  request- 
ing funding  for  Treasury  rate  direct  loans  and  reducing  funding  for 
the  municipal  rate  loans  from  the  levels  authorized  last  year.  How- 
ever, the  interest  rate  differential  between  these  two  programs  that 
the  borrower  will  face  is  estimated  to  be  one-eighth  of  a  percentage 
point.  These  programs  will  continue  to  play  an  important  role  in 
the  rural  development  activities  of  the  Department  in  the  future, 
especially  as  they  assist  rural  areas  to  adapt  new  advances  in  tech- 
nology. 

BUDGET  REDUCTIONS 

Mr.  DURBIN.  In  your  statement  you  mentioned  the  importance  of 
research  in  agriculture,  yet  the  budget  calls  for  a  reduction  in  fund- 
ing for  Agricultural  Research  Service  projects  and  buildings  and  fa- 
cilities. In  the  name  of  streamlining,  aren't  we  in  effect,  making  it 
more  difficult  to  obtain  quality  research  and  scientific  data  to  help 
our  nation's  agriculture  industry? 

Secretary  EsPY.  In  fact,  we  are  proposing  a  net  increase  of  $17 
million  for  research  projects  in  the  Agricultural  Research  Service. 
Within  the  total,  we  are  also  proposing  a  number  of  program  redi- 
rections and  location  closures  to  reorient  our  program  to  address 
current  priorities.  These  actions  will  allow  the  Agency  to  direct  a 
critical  mass  of  talent  to  solve  food  safety  issues  develop  improved 
integrated  pest  management  systems  and  alternatives  to  methyl 
bromide  and  pursue  solutions  to  other  problems.  By  consolidating 
research  at  fewer  locations,  we  can  save  maintenance  and  overhead 
costs,  more  effectively  utilize  equipment  and  form  multidisciplinary 
teams  to  develop  comprehensive  solutions  to  problems. 

FOOD  STAMPS 

Mr.  DuRBiN.  Thank  you.  Mr.  Secretary,  let  me  address  the  food 
stamp  issue  again,  if  I  might,  and  put  it  in  perspective  for  this  sub- 
committee. 
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About  $27  billion  of  your  request  for  the  next  fiscal  year  relates 
to  the  food  stamp  program  out  of  a  total  request  of  about  $69  bil- 
lion to  our  committee. 

Secretary  Espy.  Right. 

Mr.  DURBIN.  So  it  is  the  largest  single  expenditure  from  the 
USDA,  and  it  goes  through  under  an  entitlement  program  or  man- 
datory program,  and  Mr,  Skeen  and  I  and  the  other  members  of 
the  subcommittee  have  sat  here  around  that  same  table  frustrated 
that  there  is  literally  nothing  that  we  can  do  to  try  to  reform  and 
change  this  program. 

I  might  say  to  you,  Mr.  Secretary,  you  and  I  sat  next  to  one  an- 
other for  six  years  on  the  budget  committee,  and  I  think  we  under- 
stand one  another,  and  our  voting  patterns  and  our  concerns  are 
very,  very  similar. 

I  don't  want  there  to  be  one  hungry  American — not  a  child,  not 
an  elderly  person,  no  one.  I  want  people  in  this  country  to  have 
enough  to  eat.  I  don't  want  anyone  starving  or  malnourished,  and 
I  am  sure  you  feel  the  same  way. 

But  when  the  food  stamp  administrators  appeared  before  us  last 
year,  I  asked  the  question  which  I  still  must  ask  you. 

Secretary  Espy.  Yes. 

Mr.  DURBIN.  Isn't  there  a  better,  more  efficient  way  to  feed  hun- 
gry people  in  America? 

When  you  take  a  look  that  one  out  of  ten  Americans  now  receive 
food  stamps,  you  go  to  town  meetings  as  I  have,  and  people  are  in 
a  rage  over  what  they  see  food  stamp  recipients  buy. 

I  try  to  temper  that  because  some  of  these  folks  wouldn't  bend 
over  backwards  to  help  anybody  who  was  suffering. 

Secretary  Espy.  Yes. 

Mr.  DURBIN.  But  the  fact  is  that  there  are  awful  excesses  in  this 
program.  Your  Inspector  Greneral's  office  comes  in,  tells  us  they 
spend  half  of  their  time  investigating  food  stamp  fraud,  and  let  me 
add  quickly,  not  just  recipients,  but  vendors. 

Secretary  Espy.  Yes. 

Mr.  DURBIN.  People  who  are  breaking  the  law  by  selling  things 
they  shouldn't  sell,  and  misusing  food  stamp  booklets.  I  go  to  my 
hometown  supermarket  and  meet  with  a  cashier  who  is  a  nice  per- 
son. She's  not  a  mean  spirited  person,  and  I  said  how  do  food 
stamps  work  here. 

She  said  you  should  have  been  here  yesterday.  A  fellow  came  in 
and  bought  twelve  salmon  steaks  with  his  food  stamps,  and  she 
said  one  fellow  comes  by  here  every  month  and  uses  all  of  his  food 
stamp  coupons  to  buy  soda,  which  is  not  allowed,  but  you  and  I 
both  know  those  sorts  of  things  occur. 

This  strikes  me  as  a  real  problem  for  those  of  us  who  want  to 
feed  hungry  people,  to  try  to  look  the  other  way  when  some  of  these 
things  are  occurring. 

EBT 

Now,  your  EBT  program  makes  sense,  but  you  and  I  have  to  un- 
derstand and  have  to  appreciate  from  the  rural  districts  that  you 
used  to  represent  and  I  now  represent,  the  computer  capability 
that  you're  talking  about  is  rarely  found  in  small  to  medium-sized 
cities,  and  in  larger  cities,  only  in  a  handful  of  stores. 
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So  how  is  EBT  really  going  to  reform  this  system  unless  we  have, 
as  Ms.  DeLauro  says,  real  state  participation,  and  unless  we  have 
a  system  that  really  tries  to  crack  down  on  some  of  the  misuse  we 
know  is  going  on? 

Secretary  EsPY.  Great  questions.  As  a  polic)nnaker  and  as  an  ad- 
ministrator of  this  huge  program  which  has  been  escalating  be- 
cause of  downturns  in  the  economy,  because  of  recent  disasters 
such  as  in  the  Midwest  and  now  in  Los  Angeles,  the  program  is 
just  growing  and  growing,  two-thirds  of  what  we  spend,  we  spend 
on  the  food  assistance  programs. 

FOOD  STAMP  PROGRAM  REFORMS 

First  of  all,  we  could  reform  the  eligibility  rules.  I  think  you  may 
be  seeing  some  of  this  come  to  Congress  as  a  part  of  welfare  reform 
because  obviously  what  we  want  to  do  is  to  eliminate  the  need  to 
have  a  program  at  all. 

There  are  some  states  with  innovative  ideas  such  as  cashing  out 
food  stamps.  They  give  cash  assistance.  We  are  not  altogether  en- 
thused about  it,  but  we  are  helpful  in  sJlowing  necessary  and  bene- 
ficial experiments. 

Because  of  the  Earned  Income  Tax  Credit,  we  have  some  states 
asking  us  to  improve  the  ability  of  the  recipient  to  become  eligible 
for  EITC. 

An3rway,  the  other  things  we  can  do  is  eliminate  the  administra- 
tive costs  and  error  rates.  When  it  comes  to  error  rate  reduction, 
this  is  something  that  we  are  getting  on  top  of  because  we  have 
a  disappointing  record  in  stopping  errors  where  the  local  welfare 
employees  give  out  too  much  benefit,  or  too  little  benefit — but  usu- 
ally it  is  too  much  benefit.  So  we  are  making  sure  the  States  know 
that  we  are  going  to  be  tough  on  enforcement  for  those  that  are  so 
lax  that  they  allow  this  to  happen. 

Second,  last  year  I  went  to  West  Virginia  and  I  posed  as  a  meat 
cutter  and  a  butcher.  I  wasn't  fooling  anyone.  I  didn't  have  on  a 
mask.  They  knew  the  Secretary  was  coming,  but  the  fact  is  I  am 
a  pretty  well-educated  guy.  It  took  me  an  hour  £md  20  minutes  to 
fill  out  the  forms  and  be  processed  through  the  food  stamp  process. 
It's  too  long.  Just  too  much  time,  and  it  was  too  confusing.  So  I 
think  we've  got  a  problem  in  red  tape. 

When  I  sat  there  waiting  to  be  serviced,  Mr.  Chairman,  we  had 
soap  operas  playing  on  television.  We  did  not  have  any  nutritional 
information.  I  didn't  see  any  placards  or  posters  on  the  wall  sug- 
gesting what  food  I  could  buy  of  a  more  healthy  variety. 

When  I  got  the  food  stamps  I  did  not  see  any  videos  playing  sug- 
gesting that  people  ought  to  eat  more  apples  and  oranges,  for  ex- 
ample. 

So  you  know,  these  are  modest  reforms  that  I  think  we  could 
make,  and  we  are  making  them. 

EBT 

-  When  you  get  to  EBT,  I  am  really  sold  on  it,  because  if  we  can 
do  it  right,  it's  a  win-win  situation.  You  will  not  be  able  to  buy 
beer.  You  would  not  be  able  to  buy  cigarettes,  not  because  the  cash- 
ier would  prevent  it.  They  should  prevent  it,  but  we  know  what 
happens,  they  wink  and  nod  and  take  the  coupons,  sometimes. 
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You  would  not  be  able  to  get  it  through  the  system.  You  would 
almost  have  to  steal  it,  because  when  the  cashier  would  key  in  the 
fact  that  this  is  an  EBT  transaction,  and  the  scanner  would  not  ac- 
cept that  product  as  a  food  stamp  transaction.  It  could  not  happen. 

So  that  eliminates  the  fraud  on  the  public.  The  fraud  on  the  pub- 
lic also  could  be  prevented  because  only  you  would  know  your  pin 
number.  You  could  not  traffic  in  EBT  cards.  It  couldn't  be  done  be- 
cause only  you  only  know  your  pin  number,  unless  you  gave  it  to 
a  friend  to  shop  for  you  that  day. 

I  think  it  can  be  applied  to  rural  areas  because  we've  seen  it  in 
Maryland,  which  again  has  a  complete  system — including  mom  and 
pop  stores  in  rural  areas,  urban  areas,  suburban  areas — it's  all 
throughout  Maryland  and  the  system  is  completed. 

In  Texas,  the  State  is  now  moving  to  substantial  completion  of 
the  system.  I'm  hopeful  in  the  next  few  months  I  can  go  to  Texas 
and  stand  with  the  Governor  and  do  as  I  did  in  Maryland — cut  the 
ribbon  on  the  last  store  in  Texas  using  this  system. 

The  technology  is  supplied  by  the  state  government.  They  give  it 
to  the  mom  and  pop  stores.  They  don't  have  to  buy  it,  they  give 
it  to  them,  and  that's  why  we  are  saying  the  costs  have  to  be  no 
more  than  the  cost  of  coupons. 

But  look  what  we  spend  on  coupons  and  that  whole  system,  so 
I  think  this  is  the  way  to  go.  It's  got  some  flaws  maybe,  but  I  can't 
see  many. 

Mr.  DuRBiN.  Let  me  wrap  up  and  see  if  there  are  any  other  ques- 
tions from  any  of  the  members.  Ms.  DeLauro. 

FOOD  STAMP  PROGRAM  REFORMS 

Ms.  DeLauro.  I  just  have  a  comment,  Mr.  Chairman,  and  I  agree 
with  you  totally  and  I  think  we  need  to  move  to  EBT,  and  we  have 
to  deal  with  this. 

We  spend  a  lot  of  time  in  this  committee,  we  spend  a  lot  of  time 
in  other  committees,  lots  of  ink  is  devoted  in  the  papers  about  the 
food  stamp  program.  It  does  feed  27  million  people.  One  in  ten 
Americans.  I  think  that  a  fundamental  issue  is,  why  are  one  in  ten 
Americans  having  to  have  food  stamps? 

In  the  FmHA  we  have  a  program  with  some  $16  billion  in 
deliquent  loans  serving  140,000  farmers,  and  we  are  going  to  try 
to  get  at  the  trouble  in  this  program.  But,  by  comparison,  in  food 
stampe  we  have  a  program  serving  27  million  people,  with  $1.8  bil- 
lion in  overpa3anent  or  some  sort  of  error,  etc. 

So,  we  have  140,000  people  at  $13  billion,  potentially  $16  billion 
in  bad  debt.  If  we're  going  to  attack  fraud  and  abuse  and  waste  in 
the  system,  let's  do  it  wherever  we  can.  I  think  that  ought  to  be 
the  mission  of  the  committee,  and  I  know  that's  the  way  you  feel 
about  it  as  well,  Mr.  Chairman, 

Secretary  EsPY.  You  remember  that  particular  Nightline  telecast 
and  the  farmer  who  sat  in  front  of  the  vintage  airplane  worth  over 
a  million  dollars  criticized  the  willingness  of  the  Farmers  Home  to 
come  and  collect  on  debt  that  he  admitted  he  owed. 

Ms.  DeLauro.  That's  right. 

Secretary  Espy.  On  the  same  telecast,  our  Farmers  Home  admin- 
istrator, Mr.  Dunn,  said  to  him  across  the  miles  and  the  airways, 
if  you  will  agree  to  pay  what  you  owe  100  cents  on  the  dollar,  I 
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will  personally  come  to  collect  your  debt,  and  you  saw  what  he 
said. 

He  demurred. 

Ms.  DeLauro.  He  bobbed  and  weaved  and  danced. 

Secretary  EsPY.  He  cleared  his  throat  and  he  bobbed  and  weaved 
and  we  know  what  the  answer  was,  don't  we?  That's  the  problem. 

Ms.  DeLauro.  He  also  said,  because  I  have  it  here,  he  said,  and 
I'm  quoting  here,  "The  U.S.  farmer  has  subsidized  the  American 
housewife  at  the  checkstand  for  food  Eind  fiber  for  many  years,"  and 
the  fact  is  that  this  is  an  enormous  subsidy  going  to  this  gentleman 
out  there,  and  he  had  the  nerve  to  take  a  swipe  at  housewives. 

Secretary  Espy.  Well- 


Ms.  DeLauro.  An3rway 

[Laughter.] 

Secretary  Espy.  We  have  seen  that  you  are  not  upset  about  it. 
[Laughter.] 

Let  me  tell  you,  let  me  calm  you  and  tell  you  that  Mr.  Blackley, 
the  chairman  of  the  ad  hoc  purgatory  committee — it's  called  some- 
thing else,  but  I  know  it  is  going  to  be  tagged  as  that,  and  it's  prob- 
ably my  fault — ^but  Mr.  Blackley  with  an  IRS  associate  and  a  Jus- 
tice Department  associate  will  be  showing  up  at  his  doorstep. 

Mr.  DURBIN.  I  would  like  to  recommend  a  consultant  for  the  pur- 
gatory committee  from  Connecticut.  [Laughter.] 

Do  you  have  anything?  Mr.  Skeen. 

Mr.  Skeen.  I  just  would  like  to  comment  on  the  food  programs 
that  we've  talked  about  here  today,  and  I  know  that  there  is  some 
inequity.  We  have  some  terrible  things  that  need  to  be  righted,  and 
we  want  to  do  it.  To  begin  with,  Mike,  I  think  you  are  doing  a  good 
job  of  approaching  those  realistically. 

But  I  do  want  to  say  this  about  the  food  programs.  There  isn't 
a  reason  in  the  world  for  anyone  to  go  hungry  in  the  United  States 
today  because  there  are  so  many  programs  for  nutrition,  and  we 
want  it  that  way. 

But  we  wEint  them  to  run  efficiently,  and  we  want  them  to  run 
without  the  fraud  and  the  abuse.  The  EBT  program  I  think  will 
work  because  it  works  on  a  credit  card  basis  as  a  parallel.  I  know 
that's  not  the  specific  kind  of  system,  but  we  can  make  it  work. 
We've  got  the  technology  and  we  know  how  to  do  it. 

Cost  is  a  big  problem.  I  would  like  very  much  sometime  to  have 
you  take  us,  or  a  group  from  this  committee  to  Maryland  just  to 
see  how  the  thing  works,  if  that  would  be  at  all  possible,  because 
I'm  very  interested  in  it.  And  if  Texas  can  have  it,  I  know  that  New 
Mexico  can  have  it  because  we  are  next  to  the  biggest  state. 

Mr.  Chairman. 

Secretary  EsPY.  It  is  in  demonstration  in  Albuquerque  and  very 
actively  being  considered  in  the  rest  of  New  Mexico. 

Mr.  Skeen.  I  know  that  we  are  very  rural,  but  it  works  for  rural 
communities,  and  it  can  work  nationwide  if  we  want  it  to,  depend- 
ing on  what  the  cost  is,  and  we  would  kind  of  like  to  get  a  handle 
on  exactly  what  that  is,  but  thank  you  for  your  presentation. 

Secretary  EsPY.  We  can  go  next  week  if  you  like  to  Maryland. 

Mr.  Skeen.  Thank  you  and  we  appreciate  the  kind  of  work  you're 
doing,  and  Mr.  Chairman,  that's  all  I  have  to  say. 
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Mr.  DURBIN.  Mr.  McDade  has  some  questions  he  would  like  an- 
swered for  the  record. 

[The  questions  and  responses  follow:] 

Rural  Housing  Guarantees 

Mr.  McDade.  Do  you  have  any  estimates  on  how  many  low-  and  moderate-income 
rural  area  families  will  become  homeowners  from  the  proposed  $1.3  billion  in  loan 
guarantee  authority  you  are  requesting? 

Response.  We  estimate  we  would  be  able  to  serve  20,400  rural  families  with  pro- 
posed allocation.  This  is  based  on  an  average  loan  of  $63,800. 

Mr.  McDade.  And  also  what  are  your  overall  views  on  the  loan  guarantee  pro- 
gram effectiveness  and  viability  for  both  single-family  homeownership  and  poten- 
tially for  use  in  improving  the  performance  of  the  multi-family  section  515  rural 
rental  housing  program  as  well? 

Response.  The  single-family  housing  guaranteed  loan  program  has  been  very  suc- 
cessful. This  program  is  serving  a  clientele  that  previously  was  not  being  served — 
the  moderate-income  families  having  difficulty  financing  their  own  homes.  You  need 
to  keep  in  mind,  however,  that  this  program  does  not  serve  the  very-low-income  and 
low-income  families  that  our  direct  loan  program  serves.  Both  programs  are  essen- 
tial in  providing  rural  Americans  with  adequate  housing  opportunities. 

With  regard  to  use  of  guaranteed  loans  for  the  multi-family  Section  515  rursd 
rental  housing  loan  program,  we  have  reviewed  with  the  Office  of  Management  and 
Budget  the  costs  associated  with  this  approach  and  find  the  subsidy  costs  of  the 
guaranteed  program  higher  than  our  direct  loan  program.  Under  the  direct  loan  pro- 
gram, we  can  write  down  the  interest  rate  to  1  percent  from  the  Government's  cost 
of  borrowing  to  make  the  units  affordable  for  very-low-income  families.  This  is  less 
expensive  than  a  similar  write  down  of  a  market  interest  rate. 

RDA  Regional  Offices 

Mr.  McDade.  Mr.  Secretary,  I  appreciate  your  good  efforts  and  cooperation  to 
achieve  cost  savings  by  streamlining  USDA  through  a  major  consolidation  and  reor- 
ganization, and  I  urge  you  to  continue  to  work  closely  with  our  committee  and  also 
the  AG  authorizing  committee.  I  would  ask  you  at  this  point,  for  our  help  with  prob- 
lems and  complaints  which  I  have  received  from  most  concerned  career  USDA  em- 
ployees who  work  in  the  Sayre,  Pennsylvania  RDA  region  office.  As  you  know  all 
seven  of  these  RDA  regional  offices  are  scheduled  to  be  closed  on  April  1,  1994.  Un- 
fortunately the  impacted  career  employees  who  work  in  the  Sayre  office  which  is 
located  in  my  district,  have  not  received  any  required  notice  or  counseling  of  their 
rights  for  retention  or  transfer  under  civil  service  law  or  regulation  from  the  Depart- 
ment. 

Knowing  of  your  sense  of  fair  play  and  concern  for  your  employees,  I  will  appre- 
ciate your  attention  an  action  in  properly  handling  this  matter  and  a  report  from 
you  or  your  appropriate  staff  at  your  earliest  convenience. 

Also  what  will  happen  to  rural  development  activities  which  need  to  be  addressed 
in  distressed  areas  like  Sayre  under  your  reorganization  plans? 

Response.  Rural  Development  Administration  (RDA)  has  provided  the  Regional 
Directors  with  guidance  through  teleconferences  and  National  Policy  meeting  re- 
garding their  right  for  retention  or  transfer  under  civil  service  law  or  regulation 
from  the  Department. 

The  rural  development  activities  in  distressed  areas  will  continue  to  be  provided 
by  RDA  and  FmHA  employees  within  each  State.  We  anticipate  that  the  delivery 
of  rural  development  services  will  continue  and  the  program  authorities  will  be  fiilly 
implemented. 

Employment  Practices 

Mr.  McDade.  Please  set  the  record  straight  regarding  several  print  media  articles 
which  have  appeared  in  newspapers,  including  USDA  and  FMHA  memos,  which 
refer  to  directives  to  require  racial,  gender,  and  even  sexual  preference  hiring  and 
employment  preferences  along  the  lines  of  a  possible  quota  system  throughout  the 
headquarters  and  field  staff  in  USDA.  What  is  your  policy  and  position  on  these 
concerns? 

Response.  I  am  pleased  to  set  the  record  straight  on  these  troubling  and  baseless 
accusations.  As  you  know,  quotas  are  forbidden  by  law  except  as  a  court  ordered 
remedial  action.  I  am  against  resorting  to  quotas  and  it  is  not  my  policy  to  permit 
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their  use.  I  asked  my  staff  to  look  into  the  quota  allegations  and  I  am  informed  no 
agency  of  the  Department  has  such  employment  policies,  including  the  FmHA. 

As  part  of  preparing  for  this  testimony,  FmHA  was  specifically  queried  about 
what  might  have  led  to  the  accusation  that  they  are  using  quotas.  Their  response 
provided  documentation  of  their  approach  for  achieving  this  Department's  work 
force  diversity  goals.  They  are  trying  to  provide  positive  encouragement  to  their 
managers  to  actively  pursue  equal  opportunity  both  in  providing  program  services 
and  in  emplojmient  matters.  They  have  established  a  point  system  whereby  points 
are  awarded  for  results  that  support  the  agency's  goads.  In  turn,  the  accumulation 
of  these  points  resiilts  in  the  best  managers  being  recognized  for  their  accomplish- 
ments. This  seems  to  me  to  be  a  practice  wholly  consistent  with  the  law  and  one 
that  deserves  praise  rather  than  condemnation.  My  staflF  did  note  that  a  couple  of 
attachments  to  FmHA's  "FY  1994  Management  and  Servicing  Goals"  plan  contained 
relatively  strong  language,  which  if  taken  out  of  context,  could  have  led  to  the  erro- 
neous conclusion  that  the  objective  statements  represented  mandates.  To  the  con- 
trary, the  material  makes  quite  clear  that  what  is  contained  therein  are  goals  and 
the  process  even  invites  input,  in  Une  with  my  policy,  from  those  who  will  be  af- 
fected. 

You  asked  what  is  my  policy  on  the  concerns  which  you  raised.  My  answer  so  far 
has  dealt  primarily  with  what  it  is  not.  Let  me  now  adoress  what  it  is. 

USDA,  when  compared  to  other  agencies  of  the  Federal  Government,  does  not 
have  an  enviable  record  of  equal  employment  opportunity.  I  was  aware  of  that 
record  as  a  member  of  Congress.  When  I  was  confirmed  as  Secretary  of  Agriculture, 
one  of  my  priorities  was  to  ensure  that  equal  opportunities  were  made  available  to 
our  cUents,  our  employees  and  those  applying  for  our  jobs.  Thus,  on  April  15,  1993, 
I  issued  an  EEO  and  Civil  rights  PoUcy  Statement,  which  I  will  provide  for  the 
record,  which  says,  in  part: 

"My  goal  is  to  make  the  Department  of  Agriculture  a  place  where  equal  oppor- 
tunity for  all  Americans  is  assured  and  where  promoting  civil  rights  is  essential  to 
employ  and  managerial  success..  .  .  My  goal  is  to  create  a  participatory  work  envi- 
ronment at  Team  USDA  that  allows  everyone  to  realize  their  full  potential,  and  in- 
creases our  productivity,  without  the  waste  of  human  resources  ....  This  policy 
is  more  than  a  sincere  statement  of  intent.  It  is  a  personal  commitment  to  take  the 
actions  necessary  to  ensure  implementation." 

I  believe  this  statement  speaks  for  itself  These  are  my  views  and  these  are  my 
policies.  I  believe  they  are  consistent  with  the  Constitution,  the  spirit  of  Federal 
law,  and  the  goals  of  this  Administration. 

The  fiill  statement  will  be  provided  for  the  record. 

[The  information  follows:] 
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DEPARTMENT    OF   AGRICULTURE 

OFFICE    OF    THE    SCCRCTARV 
WASHINQTON,    D.C.    202S0 

EEO  AND  CIVIL  RIGHTS  POLICY  STATEMENT 


April  15,  1993 


It  is  customary  for  SacteUhes  of  Agriculture  to  issue 
strong  statements  about  their  conceiu  for  equal  oppoitiuiity  and 
civil  rights.  Since  coining  on  board.  I  have  talked  with  scores 
of  employees  as  well  as  members  of  the  ptiblic  I  know  that 
many  employees,  at  all  levels,  are  absolutely  couunitted  to  the 
goal  of  ensuring  equal  opportunity  for  all  in  employment  and 
program  delivery. 

However,  many  also  believe  strongly  that  past  EEO 
statements,  while  sincere,  were  not  reenforced  with  the 
necessary  actions  and  follow  up  that  critical  policy  issues 
require.  Many  feel  that  the  Dqiartment's  efforts  have  focused 
toe  much  on  process,  and  too  little  on  nsults.  Therefore,  I 
would  like  to  share  soiae  of  my  concerns,  goals,  and 
expectations  in  this  important  area. 

My  goal  is  to  make  the  Department  of  Agriculture  a 
place  where  equal  opportunity  for  all  Americans  is  assured  and 
where  promoting  civil  rights  is  fssmrial  to  employee  and 
managerial  success.  Ours  is  a  diverse  society.  Diversity  is  a 
source  of  strength  for  USDA  as  we  tap  the  talents,  creativity, 
and  energy  of  all  Americans  who  desire  to  serve,  or  who  have 
an  interest  in  the  pivgiams  and  services  that  we  provide. 

To  ensure  these  results,  we  must  first  improve  our 
system  of  accountability.  In  lice  with  this  policy,  managers  and 
supervisors  will  be  evaluated  for  their  perfoimance  in  EEO  and 
civil  rights.  Success  in  this  vital  area  will  be  an  important 
factor  in  the  performance  assessment  of  every  employee.  It  will 
be  considered  in  their  conqietition  for  monetary  awards  as  well 
as  for  future  responsibility. 

We  will  improve  the  ability  of  civil  rights  and  EEO 
related  imiis  to  accomplish  their  duties  in  a  maimer  that  ia 
timely  and  of  high  quality.  The  preacDt  EEO  complaint  ptxacess 
is  burdensome  and  it  is  often  misunderstood.  It  is  time 
consummg  and  expensive  for  employees  and  for  the 
Department.  There  is  also  concern  that  some  civil  rights  related 
uiuls  are  positioned  so  as  to  lessen  -  rather  than  enhance  -  their 
ability  to  perform  functions  vital  to  the  success  of  each  agency. 

We  will  create  an  environment  where  employees  and 
supervisors  are  able  to  discuss  concerns  openly  without  fear  of 
reprisal  or  retaliation.  I  am  especially  concerned  about 
allegatiotis  of  a  'culture  of  reprisal*  at  USDA.  Many  persons 
feel  that  filing  EEO  conq>laints  will  be  drtrimmtal  to  one's 
career.  I  am  also  aware  of  several  instanrra  of  oven  racist  and 
sexist  remarks  and  acts  which  no  one  should  have  to  endure. 

All  of  these  considerations  point  to  the  need  for 
change.  We  must  have  the  courage  lo  change,  especially  the 
way  we  manage  our  most  precious  resource,  our  people.  A  key 


element  of  reinventing  govemnwnt  it  that  we  change  how  we 
interact  with  one  another,  and  how  we  treat  one  another.  My 
goal  is  lo  create  a  participatory  work  eovironmenl  at  Teaic 
USDA  that  allows  everyone  lo  realize  their  fidl  potential,  and 
increases  our  productivity,  without  the  waste  of  human 
resources. 

In  line  widt  this  policy,  our  actions  will  be  directed 
towards  positive  accomplishments  in  the  Department's  efforts  to 
attain  a  diverse  workforce,  ensure  equal  oppottunity,  respect 
dvil  rights,  and  cieue  a  work  aiviroiuaeiit  five  of 
discriminatiaa  aikd  harassment  based  on  gmder  or  sexual 
orieotatiaa. 

I  expect  aO  masagens  to  develop  a  positive,  problem 
solving  approach  to  handling  employmeit  and  program 
ditcriminatiOD  complaints,  to  work  at  understanding  the  basis 
for  complaints,  and  to  egUead  every  effort  to  resolve  them, 
where  feasible,  before  they  reach  the  formal  stage.  Further, 
there  is  idmply  no  room  for  management  by  diKiimination, 
repiisal,  or  ftaz  in  the  new  USDA  and  such  activitie*  will  not 
be  tolented. 

We  will  nliminiin  ditciimination  from  our  program 
delivery  system,  rettfa  out  to  groups  which  have  historically 
been  neglected,  ami  easure  that  we  are  isdosive,  rather  than 
exclusive,  in  all  aspects  of  our  prognun  delivery.  We  will 
communicate  in  such  a  tzsnner  that  everyone  making  an  inquir} 
or  participating  in  USDA  progiams  understaods  how  programs 
will  benefit  them.  We  are  the  'people's*  depaitaient  Barriers 
that  prevent  the  fiill  paitidpalion  of  undcr-aerved  groiqis  will  b> 


Under  seoeiahcs,  assistant  secieiaries  and  agency 
heads  must  ensure  that  ail  managers  are  commilted  to  each  of 
these  goals  and  that  their  peifmiuance  appraisals  iake  into 
account  specific  and  timely  (ccomplishmcats  in  these  areas.  I 
also  expect  agency  heads  to  >T«m;n»i  the  placftmmt  of  civil 
rights  units  and  ensure  that  they  have  artwpiate  support. 

This  policy  is  more  than  a  sincere  statrmmt  of  intent. 
It  is  a  personal  ccmmitinent  lo  take  the  actions  necessary  to 
ensure  implemenlatioo.  Each  employee,  at  every  level,  will  be 
held  personally  acccuntable  for  her  or  his  performance  in 
ensuring  equal  uppuiUiuity  and  prtmioting  civil  rights. 


/^J? 


SECRETARY 


AN  EQUAL  OPPORTUNITY  EMPLOYER 


742 

Mr.  DURBIN.  Mr.  Secretary,  thank  you.  It  was  a  good  day  of  testi- 
mony. You've  given  us  a  lot  to  think  about.  We've  got  a  lot  of  work 
ahead  of  us,  and  we'll  be  working  with  your  individual  agencies  to 
put  together  your  budget. 

Thanks  for  everything. 

Secretary  EsPY.  Thank  you. 
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Statement  by 

Mike  Espy 

Secretary  of  Agriculture 

Before  the  House  Subcommittee  on  Agriculture, 

Rural  Development,  Food  and  Drug  Administration,  and  Related  Agencies 

Committee  on  Appropriations,  U.S.  House  of  Representatives 

February  24,  1994 


Mr.  Chairman,  Members  of  the  Committee,  it  is  a  privilege  to  appear  before  the 
Committee  to  discuss  the  1995  budget  for  the  U.S.  Department  of  Agriculture. 

On  February  7,  President  Clinton  submitted  his  FY  1995  budget  to  the  Congress.   This 
is  a  tough  budget.    It  emphasizes  continued  fiscal  discipline  and  spending  cuts.    It  follows 
through  on  deficit  reduction  and  finances  targeted  public  investments  to  enhance  long-term 
economic  growth.   For  the  Department,  the  budget  calls  for  a  budget  authority  level  of 
$61.7  billion,  a  decrease  of  $3.6  billion  from  1994.    Cash  outlays  are  estimated  to  decline  to 
$60.3  billion,  a  reduction  of  $4.7  billion  from  the  current  estimate  for  1994.   A  large  part  of 
this  reduction  is  from  reduced  spending  for  farm  programs  due  to  a  projected  return  to  more 
normal  crop  conditions. 

The  budget  was  developed  under  the  rules  of  the  5-year  budget  agreement  that  is 
reflected  in  the  Omnibus  Budget  Reconciliation  Act  of  1993.   As  you  know,  the  President  and 
Congress  agreed  to  spending  caps  for  the  Federal  budget  which  are  very  tight.   To  live  within 
these  caps  and  preserve  some  of  the  key  priorities  we  believe  are  important,  it  is  necessary  to 
recommend  a  number  of  program  reductions  and  terminations,  include  some  new  or  additional 
user  fees,  and  make  a  number  of  other  proposals  such  as  requiring  some  of  our  borrowers  to 
pay  slightly  higher,  but  still  low,  interest  rates  in  order  to  reduce  Government  costs.   These 
are  all  very  difficult  decisions,  but  they  are  absolutely  necessary  if  we  are  to  have  a  Federal 
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budget  which  reflects  fiscal  restraint,  while  allowing  us  to  pursue  the  important  priorities  this 

Administration  has  set  for  the  future.   Another  important  feature  of  the  budget  is  that  it 

assumes  the  passage  of  legislation  to  authorize  our  proposed  reorganization  of  the  Department 

of  Agriculture.   Significant  outlays  and  staff  year  reductions  reflected  in  the  budget  are 

achieved  through  the  reorganization. 

This  budget  also  contains  a  number  of  key  programmatic  priorities  that  were  identified 
and  funded  in  the  1 994  budget.   These  include  the  expansion  of  such  programs  as  the 
Women,  Infants,  and  Children's  (WIC)  program,  the  Department's  Rural  Development 
Initiative,  the  Wetlands  Reserve  Program  and  a  number  of  initiatives  in  the  food  safety  area. 

Finally,  the  budget  includes  a  number  of  new  proposals  that  would  reform  the  crop 
insurance  program,  provide  funding  for  new  enterprise  zones  in  rural  areas,  and  provide 
assistance  for  implementing  the  President's  plan  for  the  Pacific  Northwest. 

REORGANIZATION 

The  USDA's  Reorganization  Plan  is  an  ambitious  proposal  to  improve  customer  service 
and  save  the  taxpayers'  money.   In  fact,  it  is  clearly  the  most  ambitious  reorganization 
proposal  ever  undertaken  by  the  Department.   And  when  you  consider  the  diversity  of  the 
Department's  programs  and  its  far-flung  field  structure,  it  may  be  the  most  ambitious 
reorganization  effort  ever  undertaken  in  the  Federal  Government 

Our  proposal  has  four  key  objectives. 
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First,  the  plan  would  refocus  and  simplify  the  Department's  headquarters  structure.   The 

responsibilities  of  subcabinet  officers  and  agencies  would  be  restructured  along  six  mission- 
oriented  areas:  farm  and  international  trade  services;  rural  economic  and  community 
development;  food,  nutrition  and  consumer  services;  natural  resources  and  environment; 
marketing  and  inspection  services;  and  research,  education  and  economics.   At  the  same  time, 
the  headquarters  structure  would  be  simplified  by  reducing  the  number  of  agencies  from  43  to 
29. 

Second,  the  proposal  would  improve  accountability  and  service  to  customers  by 
reforming  the  Department's  management  support  systems.   Departmental  oversight  will  be 
strengthened,  technology  will  be  used  more  effectively,  and  administrative  support  staffs  will 
be  consolidated.   For  example,  the  Department  has  included  a  budget  request  for  the  Info 
Share  program  that  would  provide  a  coordinated  process  for  the  acquisition  and  management 
of  the  Department's  information  systems  for  the  agencies  with  county-based  field  offices. 
This  program  would  improve  our  communications  network  by  allowing   USDA  customers 
and  agencies  to  exchange  and  access  information  more  quickly  and  easily.   It  would  enable 
USDA  to  provide  more  effective  service  while  reducing  costs. 

Third,  the  proposed  USDA  reorganization  would  reform  the  Department's  field  structure. 
Under  the  plan,  the  Department's  county-based  operations  would  be  reduced  by  closing  or 
consolidating  over  1,100  county  offices  to  create  approximately  2,500  field  office  service 
centers  to  provide  one-stop  servicing  for  farmers  and  producers.   Proposals  have  been 
developed  to  close  or  consolidate  19  of  the  Department's  research  laboratory  locations  and  a 
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number  of  offices  in  various  USDA  agencies.   We  are  continuing  to  examine  USDA's  field 

structure  and  additional  proposals  will  be  made  as  reviews  are  completed. 

Fourth,  the  proposed  USDA  plan  would  substantia'ly  reduce  costs. 
It  is  estimated  that  the  plan  will  enable  the  Department  to  reduce  its  Federal  employment  by 
over  7,500  staff  years  and  its  non-Federal  county  staffing  by  over  1,160  staff  years  by  fiscal 
year  1998.   Over  the  1994-1998  period,  the  Department  will  save  $1.4  billion  in  personnel 
costs  and  $1.2  billion  in  other  administrative  costs. 

While  many  aspects  of  the  USDA  reorganization  proposals  can  be  achieved  within 
current  law,  there  are  a  number  of  key  components  which  require  legislation.   These 
components  include  some  of  the  important  structural  changes  such  as  the  creation  of  the  Farm 
Service  Agency,  and  important  enabling  proposals  such  as  "buy  out"  legislation  to  better 
target  personnel  reductions.   I  need  your  support  for  congressional  approval  of  this  legislation 
if  we  are  to  move  forward  to  streamline  the  USDA,  reduce  costs,  and  provide  improved 
services  to  our  customers. 

FARM  SERVICE  AGENCY 

A  major  component  of  our  plan  to  reorganize  and  streamline  the  Department  is  our 
proposal  to  establish  a  new  Farm  Service  Agency  (FSA),  which  will  merge  programs  and 
staffs  serving  farmers  through  county  offices.   It  will  combine  the  farm  credit  programs  of  the 
Farmers  Home  Administration  (FmHA),  the  Federal  Crop  Insurance  Corporation  (FCIC),  and 
the  Agricultural  Stabilization  and  Conservation  Service  (ASCS),  except  for  conservation  cost- 
share  programs.   The  cost-share  programs  will  be  combined  with  Soil  Conservation  Service 
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programs  in  a  new  conservation  agency,  the  Natural  Resources  Conservation  Service  (NRCS). 

However,  FSA  field  office  staff  will  continue  to  provide  administrative  support  for  delivery  of 

conservation  cost-share  programs. 

The  Farm  Service  Agency  will  be  a  large  agency  in  terms  of  total  resources  since  it  will 
administer  a  total  program  of  $3.8  billion  in  farm  credit  loans,  and  a  $1.8  billion  crop 
insurance  program,  as  well  as  the  domestic  price  and  income  support  programs  of  the 
Commodity  Credit  Corporation  which  represent  about  $17  billion  in  total  program  activity 
before  receipts  from  price  support  loan  repayments  are  deducted. 

The  consolidation  of  services  into  one  agency  with  farm-oriented  clientele  will  provide 
administrative  efficiencies  through  economies  of  scale  and  reduced  overhead.    And  perhaps 
more  important,  I  believe  that  with  the  establishment  of  the  Farm  Service  Agency  we  can 
improve  services  to  farmers.   The  establishment  of  Field  Office  Service  Centers  which 
collocate  FSA  and  other  agencies  will  streamline  our  field  structioe  and  provide  farmers  with 
one-stop  shopping.   The  budget  proposes  $1.1  billion  for  administrative  support  for  the  FSA. 
This  will  support  over  7,400  Federal  staff  years  and  about  12,560  non-Federal  county  staff 
years.   These  represent  reductions  of  over  700  Federal  and  over  1,160  county  staff  years 
compared  with  1993,  which  reflect  the  benefits  of  streamlining  and  efforts  to  minimize  costs. 

Farm  Credit  Programs 

With  regard  to  our  farm  credit  programs,  there  has  been  a  long-term  trend  away  from 
direct  lending  to  an  increased  use  of  guarantees  of  private  sector  loans.   These  programs 
remain  a  source  of  credit  for  farm  borrowers  who  cannot  obtain  credit  elsewhere.   However, 
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experience  has  shown  that  credit  assistance  is  helpful  only  when  the  borrower  has  the  ability 

to  repay. 

Currently,  we  service  a  portfolio  of  about  $14  billion  in  direct  loans,  a  substantial 
portion  of  which  are  seriously  delinquent.   Over  $10  billion  in  losses  have  been  written  off  in 
the  past  few  years,  mostly  on  loans  made  before  the  farm  credit  crisis  of  the  1980's. 

I  want  to  emphasize  that  the  loans  we  are  making  today  are  not  like  those  that  have  led 
to  the  losses  and  delinquencies  we  have  experienced.   There  are  now  strict  limits  on  the 
amount  of  assistance  borrowers  may  receive.   The  multi-million  dollar  loans  made,  in  some 
cases,  to  wealthy  individuals  are  simply  a  thing  of  the  past,  despite  periodic  references  to 
them  in  the  news  media.   The  1995  budget  we  are  presenting  provides  no  assistance  for  such 
individuals.   Rather,  it  is  aimed  exclusively  toward  those  farm  borrowers  who  cannot  obtain 
credit  anywhere  else. 

We  now  require  borrowers  to  develop  a  farm  and  home  plan  which  provides  a  positive 
cash  flow  to  meet  their  loan  commitments  and  demonstrate  they  have  the  management  skill  to 
be  successful.   We  assist  borrowers  in  obtaining  any  necessary  management  training.   In 
addition,  a  portion  of  our  loan  assistance  program  is  targeted  to  members  of  socially 
disadvantaged  groups.   And,  we  have  implemented  recent  legislation  to  provide  special 
assistance  to  beginning  farmers. 

For  farm  operating  loans,  the  1995  budget  includes  $2  billion  in  unsubsidized 
guarantees,  $300  million  in  subsidized  guarantees,  and  $648  million  in  direct  loans.   This 
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represents  an  increase  of  $200  million  in  unsubsidized  guarantees  and  a  shift  of  $50  million 

from  direct  to  subsidized  guarantees  relative  to  1994. 

There  are  also  modest  increases  in  the  farm  ownership  loan  program.   Unsubsidized 
guarantees  would  be  increased  by  $20  million  to  $577  million  in  1995.    Direct  loans  would 
be  increased  fi-om  $78  million  in  1994  to  $85  million  in  1995. 

Emergency  loans  would  remain  at  the  $100  million  level  appropriated  for  1994.   We  do 
expect  to  use  at  least  a  portion  of  the  $80  million  in  emergency  loans  carried  over  from  a 
1993  supplemental  to  provide  assistance  in  1994  for  losses  resulting  from  the  1993  Midwest 
flood  and  other  disasters.   However,  with  a  return  to  normal  weather  in  1 994,  the  demand  for 
emergency  loans  should  also  return  to  normal,  which  has  been  $100  million  or  less  for  the 
past  several  years. 

Crop  Insurance 

I  am  particularly  pleased  to  present  to  you  the  1995  budget  for  the  crop  insurance 
program.    Reform  of  this  program  is  one  of  my  top  priorities  and,  I  can  assure  you,  that 
OMB  Director  Panetta  and  the  Resident  also  share  that  view.   Last  year's  Midwest  flood  was 
indeed  a  dramatic  example  of  the  problem  we  face  in  dealing  with  disasters.    But  we  have 
had  disasters  for  each  of  the  past  several  years,  and  the  only  way  we  could  meet  the  needs  of 
farmers  who  have  been  the  victims  of  disasters  was  to  pass  ad  hoc  disaster  payment 
assistance. 
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We  must  do  a  better  job.   Our  farmers  need  more  assurance  that  assistance  will  be 

available  when  they  need  it,  and  the  American  taxpayer  deserves  to  know  what  it  will  cost  to 

provide  such  assistance. 

Last  July,  I  held  a  roundtable  discussion  with  various  members  of  Congress, 
representatives  of  the  private  insurance  industry  and  farm  organizations,  as  well  as  private 
citizens  to  obtain  advice  on  developing  a  reformed  crop  insurance  program.    Since  then,  I 
have  continued  to  listen  to  all  interested  parties.    1  am  convinced  that  our  proposal  is 
achievable  and  fair  to  all  concerned.   I  am  prepared  to  work  with  Congress  to  get  it  enacted. 

The  proposal  builds  on  efforts  already  underway  to  improve  the  actuarial  soundness  of 
the  program.   As  you  know,  the  1994  Appropriations  Act  imposed  certain  requirements 
including  a  mandate  that  the  loss  ratio  (indemnities  over  premiums)  be  reduced  to  1.1  in 
certain  counties.   Last  year's  Omnibus  Budget  ReconciUation  Act  also  contained  this  mandate 
as  well  as  specific  provisions  on  how  it  was  to  be  achieved.   Those  requirements  have  been 
implemented.    In  addition,  we  have  made  prevented  and  delayed  planting  coverage  a  standard 
feature  of  all  polices  to  be  written  on  the  1 994  crop. 

What  we  need  now  is  the  legislative  authority  to  ensure  that  farmers  participate  in  the 
program.   Our  proposal  calls  for  a  basic  level  of  catastrophic  coverage  that  would  be 
available  to  farmers  at  a  cost  of  only  $50  per  policy.   For  farmers  with  more  than  one  crop  to 
insure,  there  would  be  a  maximum  cost  of  $100.   Limited  resource  farmers  would  receive  a 
waiver  of  this  fee. 
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The  basic  level  of  coverage  would  provide  protection  against  losses  greater  than 

50  percent  of  normal  production,  based  on  actual  production  history.    Inderruiities  would  be 
calculated  using  60  percent  of  the  expected  market  price.   For  example,  in  the  case  of  corn, 
this  level  of  coverage  would  be  about  equal  to  the  ad  hoc  disaster  payment  assistance 
provided  on  1993  crop  losses,  and  about  double  the  amount  of  disa.ster  assistance  provided  in 
prior  years  which  was  subject  to  a  50  percent  prorata  factor. 

Farmers  who  participate  in  the  commodity  price  support  programs  and  farm  credit 
programs  would  be  required  to  obtain  basic  coverage  on  all  their  major  crops.   Based  on  this 
requirement,  we  expect  that  at  least  80  percent  of  all  crop  production  will  be  covered  in  the 
first  year. 

We  recognize  that  it  would  be  impractical,  because  of  actuarial  considerations,  to  extend 
the  program  to  all  crops  currendy  eligible  for  disaster  payment  assistance.   Therefore,  our 
proposal  provides  for  on-going  disaster  payment  assistance  where  crop  insurance  is  not 
available.   However,  such  assistance  would  be  limited  to  areas  where  there  is  an  area-wide 
loss  of  35  percent  or  more  of  normal  production.   Eventually,  we  would  offer  insurance  on 
more  crops  than  we  now  have  in  the  program,  and  gradually  phase  out  this  on-going  disaster 
payment  assistance. 

Farmers  would  continue  to  have  the  opportunity  to  obtain  a  higher  level  of  insurance 
coverage,  up  to  75  percent  of  their  actual  production  history.   They  would  pay  a  portion  of 
the  risk  premium  on  these  higher  levels  of  coverage.   However,  farmers  who  purchase  a 
miniinum  of  65  percent  yield  coverage  would  receive  a  subsidy  that  would  reflect  the 
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equivalent  of  a  higher  price  selection  (75  percent  rather  than  60  percent  of  expected  market 

price)  on  their  basic  coverage.    Further,  loss  adjustment  costs  and  all  delivery  expenses 
beyond  the  $50  per  policy  processing  fee  would  be  paid  by  the  Government 

We  want  farmers  to  obtain  as  much  coverage  as  they  feel  they  need.   We  think  the 
additional  subsidy  on  coverage  over  the  basic  level  will  encourage  them  to  do  so,  although  we 
expect  that  it  will  take  a  few  years  before  the  majority  of  farmers  do  buy-up.   Nonetheless,  by 
1999,  we  expect  that  over  60  percent  of  the  farmers  participating  in  the  program  wiU  elect  to 
do  so. 

Delivery  of  the  program  will  be  a  key  factor  in  its  success.   Over  the  years,  the  private 
insurance  industry  has  developed  a  strong  capacity  to  adequately  serve  most  areas.   We 
expect  this  to  continue.   However,  there  are  areas  of  the  country  where  service  by  private 
industry  is  limited.   Therefore,  our  proposal  calls  for  a  dual  delivery  system.     Basic  coverage 
would  be  available  either  through  the  private  insurance  sector  or  directly  through  FSA. 
Higher  levels  of  coverage  would  be  available  only  through  the  private  sector. 

Oiu-  proposal  would  cost  more  than  the  current  crop  insurance  program.   However,  when 
the  cost  of  continuing  to  make  disaster  payment  assistance  available  is  taken  into 
consideration,  we  anticipate  a  savings  of  about  $750  million  over  the  next  5  years. 

International  Trade  and  Export  Programs  '■"" 

One  of  the  highest  priorities  1  have  established  for  the  Department  is  the  aggressive 
pursuit  of  overseas  markets  for  our  agricultural  commodities  and  products.   If  we  are  to 
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increase  farm  income  and  ensure  a  strong  future  for  American  agriculture,  it  is  imperative  that 
we  expand  our  access  to  international  markets  and  seize  new  opportunities  for  export  growth. 
During  the  past  year,  the  Department  has  made  a  tremendous  effort  to  establish  the 
foundation  for  future  export  expansion,  and  I  believe  we  have  had  some  historic 
achievements.  , 

Foremost  among  these  are  the  implementation  of  the  North  American  Free  Trade 
Agreement  (NAFTA)  and  the  successful  negotiation  of  a  new  General  Agreement  on  Tariffs 
and  Trade  (GATT)  multilateral  trade  agreement.   Both  of  these  agreements  will  have  positive, 
long-term  implications  for  U.S.  agricultural  trade.   In  the  case  of  NAFTA,  the  agreement  will 
result  in  the  eventual  elimination  of  all  tariff  and  non-tariff  barriers  to  agricultural  trade 
between  the  United  States  and  Mexico.   It  provides  substantially  greater  access  to  a  large  and 
growing  market  for  U.S.  food  and  farm  products  in  Mexico.   When  the  agreement  is  fully 
implemented,  we  expect  that  U.S.  agricultural  exports  to  Mexico  could  reach  an  annual  level 
of  about  $10  billion. 

The  new  GATT  agreement  represents  a  major  step  towards  more  liberalized  markets 
around  the  world.   For  agriculture,  the  agreement  means  fairer  competition  and  more  open 
markets  -  a  reduction  in  export  subsidies,  a  lowering  of  trade-distorting  internal  supports,  and 
improved  market  access.     It  also  provides  for  sanitary  and  phytosanitary  measures  affecting 
trade  to  be  based  on  sound  science.  The  benefits  of  the  agreement  for  agriculture  go  well 
beyond  the  reforms  it  will  provide  in  international  trade  rules,  however.   Once  implemented. 
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the  agreement  will  stimulate  substantial  global  economic  growth  and  increased  demand,  which 

in  turn  will  create  even  greater  opportunities  for  increased  sales  of  U.S.  agricultural  products. 

These  agreements  provide  the  basis  for  export  expansion,  but  they  represent  only  the  first 
steps  in  the  process.    It  is  important  that  American  agriculture  position  itself  to  take 
advantage  of  the  opportunities  which  will  result  from  them.   With  this  in  mind,  another 
initiative  we  have  undertaken  during  the  past  year  is  to  begin  identifying  emerging  markets, 
such  as  the  countries  of  the  Pacific  Rim  and  Latin  America.  These  markets  are  experiencing 
rapid  growth  in  trade  in  high-value  products.   They  offer  promising  opportunities  for 
increased  U.S.  trade,  and  we  intend  to  intensify  our  market  building  efforts  in  these  areas. 

For  1995,  the  budget  provides  a  total  program  level  of  $8.4  billion  for  the  Department's 
international  programs  and  activities.   Our  proposals  are  designed  to  continue  the  export 
expansion  efforts  we  have  initiated  over  the  last  year,  while  providing  the  resources  necessary 
to  combat  the  continued  unfair  trade  practices  of  other  countries  which  will  be  reduced  only 
gradually  as  the  GATT  agreement  is  phased  in.   In  developing  these  recommendations,  we 
have  also  been  cognizant  of  continued  budget  constraints  which  have  necessitated  reduced 
funding  levels  in  some  cases. 

The  budget  provides  for  a  number  of  our  most  important  export  programs  to  continue  at 
current  levels.   These  include  the  CCC  export  credit  guarantee  programs,  the  Export 
Enhancement  Program  (EEP),  and  the  Dairy  Export  Incentive  Program.   In  the  case  of  the 
Sunflower  and  Cottonseed  Oil  Assistance  Programs,  the  budget  recommends  that  no  funding 
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be  made  available  for  those  programs  in  1995.    Rather,  it  proposes  that  all  export  subsidies 

for  vegetable  oils  be  made  under  EEP. 

For  P.L.  480  foreign  food  assistance,  the  budget  provides  a  program  level  of  just  over 
$1.3  billion.   This  is  expected  to  provide  approximately  4.7  million  metric  tons  of  commodity 
assistance  in  1995.   This  is  somewhat  lower  than  the  levels  of  programming  of  recent  years, 
but  has  been  necessitated  by  constraints  on  funding  for  all  U.S.  international  programs  and  the 
need  to  accommodate  increased  expenditures  for  other  priority  activities. 

At  the  beginning  of  this  fiscal  year,  the  Foreign  Agricultural  Service,  Office  of  the 
General  Sales  Manager,  and  Office  of  International  Cooperation  and  Development  were 
merged.     Under  the  Department's  reorganization  plan,  they  will  be  succeeded  by  the 
International  Agricultural  Trade  Service  (lATS),  which  will  be  responsible  for  administering 
the  Department's  diverse  international  programs.   The  budget  provides  a  total  program  level 
of  $175.3  million  for  lATS  in  1995,  including  $126.8  million  in  appropriated  funds.    Many 
LATS  programs  will  continue  near  current  levels,  however,  reduced  funding  is  proposed  for 
market  development  activities  including  the  Foreign  Market  Development  Cooperator 
Program.    A  reduced  program  level  is  also  proposed  for  the  Market  Promotion  Program, 
which  is  funded  through  CCC. 

Commodity  Programs 

Commodity  Credit  Corporation  (CCC)  net  outlays  are  estimated  to  decline  from 
$16.0  billion  in  1993  to  $12.1  biUion  in  1994,  and  to  $9.0  bUlion  in  1995. 
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Net  outlays  in  1993,  the  highest  level  of  CCC  expenditures  since  1987,  reflect  record 

high  crop  yields,  low  prices,  and  high  deficiency  payments  on  1992  crops. 

The  estimated  decline  in  outlays  in  1994  is  primarily  the  result  of  Midwest  flooding  on 
1993  feed  grain  production,  prices,  and  deficiency  payments.    Feed  grain  outlays  are  projected 
to  decline  from  $5.8  billion  in  1993  to  $0.9  billion  in  1994.   This  decline  is  offset  to  some 
extent  by  an  increase  in  disaster  payments  from  $0.9  billion  in  1993  to  an  estimated 
$2.6  billion  in  1994. 

The  further  decline  in  outlays  projected  for  1995  reflects  improvements  in  market 
conditions  for  most  crops  and  a  reduction  in  disaster  payments.    Savings  from  legislation 
phasing  out  the  wool  and  mohair  program  and  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1993  are  also  reflected  in  the  projected  reductions  in  spending  for  1995. 
There  are  no  new  legislative  proposals  contained  in  the  budget  which  would  affect  the  1995 
crops.    Estimated  outlays  for  the  feed  grain  program  in  1995  increase  as  1994  crop  production 
returns  to  more  normal  levels.   However,  these  increased  costs  are  offset  by  improved  market 
conditions  and  lower  program  costs  for  cotton,  tobacco,  and  rice. 

We  appreciate  the  hard  work  of  Congress  in  providing  the  authority  and  resources  needed 
to  respond  to  farmers  with  unavoidable  losses  due  to  natural  disasters.   Without  this 
assistance  many  farmers  with  losses  from  the  hurricanes  and  typhoons  of  1992  or  the  floods 
and  drought  of  1993  would  have  been  forced  to  quit  farming.   We  recognize  there  is  much 
yet  to  be  done. 
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RURAL  ECONOMIC  AND  COMMUNITY  DEVELOPMENT 

Rural  economic  and  community  development  is  another  top  priority  in  our  1995  budget. 

It  is  essential  that  rural  communities  be  given  the  opportunity  to  invest  in  their  future  and  to 

make  improvements  in  basic  amenities  necessary  for  a  safe  and  decent  standard  of  living. 

The  creation  of  jobs  is  vital  to  rural  America's  future.   That  goal  can  be  met  in  the  short  term 

through  the  construction  of  housing  and  essential  community  facilities,  and  in  the  longer  term 

through  economic  growth,  particularly  the  formation  of  business  enterprises  in  rural  areas. 

The  new  organizational  structure  proposes  that  the  responsibilities  for  rural  economic  and 
community  development  be  assigned  to  three  agencies:   the  Rural  Utilities  Service,  the  Rural 
Business  and  Cooperative  Development  Service,  and  the  Riu^al  Housing  and  Community 
Development  Service.   The  activities  of  these  agencies  would  be  coordinated  by  one  Director 
in  each  State.   Further,  administrative  support  functions  will  be  consolidated  for  greater 
efficiency. 

The  1995  budget  calls  for  an  increase  of  about  $1.2  billion  in  loans  and  grants  in  this 
area,  from  $8.3  billion  in  1994  to  $9.5  billion  in  1995.   This  increase  is  consistent  with  the 
President's  Rural  Development  Initiative  started  last  year.   A  portion  of  the  budget  of  several 
programs  in  this  area  would  be  targeted  to  support  the  Rural  Empowerment  Zones  and 
Enterprise  Communities  that  will  soon  be  designated. 

There  are  also  substantial  reductions  in  budget  authority  in  this  area.   Part  of  these 
reductions  are  due  to  the  lower  interest  rates  the  Nation  is  experiencing.   Lower  interest  rates 
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translate  into  reduced  subsidy  costs  that  must  be  appropriated  to  maintain  program  levels. 

Lower  priority  programs  are  reduced  in  order  to  meet  the  budget  ceilings  I  mentioned  earlier. 

With  regard  to  the  credit  programs  for  rural  economic  and  community  development, 

particularly  for  rural  electric  and  rural  housing  programs,  it  is  our  view  that  it  is  better  to 

malce  more  credit  available,  although  at  a  slightly  higher  cost  to  program  recipients,  than  to 

limit  access  to  credit  in  order  to  reduce  spending. 

Rural  Utilities  Service 

The  1995  budget  provides  for  $3.1  billion  in  loans  and  grants  for  the  Rural  Utilities 
Service  (RUS),  which  is  about  the  same  as  1994. 

For  the  electric  program,  the  budget  includes  $25  million  for  5  percent  interest  direct 
loans,  $500  million  for  Treasury  rate  loans,  $200  million  for  Municipal  rate  loans,  and 
$275  million  for  Federal  Financing  Bank  (FFB)  loans.   This  mix  saves  about  $50  million  in 
budget  authority,  compared  with  1994  in  which  $125  million  in  direct  5  percent  interest  loans, 
$600  million  in  Municipal  rate  loans,  and  $300  inillion  in  FFB  loans  is  available.   The 
difference  in  interest  rates  among  these  loans  would  be  less  than  1  percent,  which  should  not 
affect  borrowers'  ability  to  qualify  for  loans  and  should  not  increase  the  cost  that  must  be 
passed  on  to  users  by  more  than  a  few  pennies  a  day,  and  only  several  years  after  the  loan  is 
made. 

For  the  telephone  loan  programs,  the  1995  budget  includes  $236  million  in  Treasury  rate 
loans,  $118  million  in  FFB  loans,  and  $175  million  in  Rural  Telephone  Bank  (RTB)  loans, 
compared  with  the  1994  levels  of  $100  million  in  5  percent  interest  direct  loans. 
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$198  million  in  Treasury  rate  loans,  $120  miUion  in  FFB  loans,  and  $200  million  in  RTB 

loans.   In  addition,  the  Budget  includes  $15  million  for  the  Rural  Telecommunications 

Partnership  loan  program  that  was  authorized  in  1 990  but  has  yet  to  be  funded.   This  program 

can  be  used  to  complement  grant  assistance  under  the  Distance  Learning  and  Medical  Link 

program,  for  which  $5  million  would  be  available  in  1995  compared  with  $10  million  in 

1994. 

For  the  water  and  waste  disposal  programs,  the  1995  budget  includes  $977  million  in 
direct  loans  and  $525  million  in  grants,  compared  with  $834  million  in  direct  loans  and 
$500  million  in  grants  available  in  1994.   Further,  the  budget  provides  for  a  reduction  from 
5  percent  to  4.5  percent  in  the  interest  rate  on  loans  to  communities  with  average  incomes  at 
or  below  the  poverty  level. 

Small  and  rural  communities  rank  the  highest  in  terms  of  noncompliance  with  Federal 
drinking  water  standards.   The  need  for  waste  water  treatment  facilities  in  rural  areas  is  well 
documented  by  the  Environmental  Protection  Agency's  Needs  Survey.   RUS  is  the  major 
source  of  Federal  funding  to  help  rural  communities  solve  these  problems. 

Rural  Housing  and  Community  Development  Service 

For  rural  housing,  the  1995  budget  provides  loan  and  grant  assistance  to  support  almost 
117,000  units,  which  is  a  6,000  unit  increase  over  1994.   However,  the  budget  authority 
necessary  to  achieve  this  result  is  about  $300  million  less  than  the  amount  appropriated  for 
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1994.   As  I  noted  earlier,  the  reduction  in  budget  authority  is  due  to  a  combination  of  lower 

interest  rates  and  policy-driven  program  changes. 

The  cost  of  maintaining  our  rural  rental  housing  projects  is  increasing.   More  money  is 
needed  for  the  renewal  of  expiring  rural  rental  assistance  payment  contracts.   Many  of  the 
projects  have  high  vacancy  rates  and  a  large  number  of  tenants  who  qualify  for  rental 
assistance,  based  on  their  income  and  the  amount  of  rent  they  are  paying,  but  do  not  receive 
such  assistance. 

We  also  have  a  backlog  of  applications  and  more  demand  for  single  family  housing  loans 
than  we  can  meet  with  the  resources  available. 

We  cannot  meet  both  of  these  needs.   Therefore,  we  have  decided  to  direct  our  limited 
resources  to  resolving  the  problems  we  are  experiencing  with  our  existing  rental  projects,  and 
to  ask  those  families  who  wish  to  acquire  a  single  family  unit  to  contribute  more  toward  the 
cost  of  owning  such  units.   We  recognize  that  this  means  fewer  new  rental  projects  and 
greater  sacrifice  on  the  part  of  families  who  are  striving  for  home  ownership.    It  has  not  been 
an  easy  decision,  but  we  believe  it  represents  the  best  application  of  available  funding. 

The  1995  budget  includes  $523  million  for  rental  assistance  payments,  compared  with 
$447  million  in  1994,  and  $25  million  for  rural  housing  vouchers.  The  rural  rental  housing 
loan  program  would  be  reduced  from  $540  million  in  1994  to  $220  million  in  1995.   This 


761 


-19- 
reduction  allows  a  substantial  redirection  of  rental  assistance  payments  toward  renewals  and 

servicing  requirements. 

For  single  family  loans,  the  1995  budget  includes  $1.8  billion  in  direct  loans,  the  same  as 
1994.   However,  it  reflects  a  policy-driven  change  in  the  subsidy  rate  on  these  loans. 
Borrowers  will  be  asked  to  pay  30  percent  of  their  income  toward  principal  and  interest 
before  they  qualify  for  interest  credit  assistance,  rather  than  the  current  20  percent. 
Unsubsidized  guarantees  of  single  family  housing  loans  would  be  increased  from  $750  million 
in  1994  to  $1.3  billion  in  1995. 

The  1 995  budget  also  includes  $300  million  in  direct  loans  for  essential  community 
facilities,  an  increase  of  $75  million  over  1994. 

Rural  Business  &  Cooperative  Development  Service 

In  the  area  of  rural  business  and  community  development,  the  1995  budget  provides  an 
increase  of  almost  $900  million  in  business  and  industry  loan  guarantees.   This  increase  can 
be  achieved  with  minimal  budgetary  impact  because  there  is  no  interest  subsidy  and  a 
relatively  low  rate  of  default.    In  terms  of  results,  the  program  provides  rural  business  and 
industry  opportunities  to  save  jobs  and  create  new  ones,  particularly  long-term  jobs  that  are 
vital  to  the  economic  survival  of  rural  communities. 

The  1995  budget  also  includes  an  increase  from  $100  million  to  $125  million  in  the 
intermediary  relending  program.   This  program  also  enhances  rural  employment.    It  is  a  more 
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costiy  program  because  interest  rates  are  subsidized  to  1  percent,  but  the  loans  that  are  made 

may  be  leveraged  by  funding  from  other  sources.   These  loans  are  used  by  intermediaries  to 
make  further  loans  to  rural  businesses  and  communities  for  economic  development. 

The  rural  economic  development  loan  program  currendy  available  to  Rural  Electrification 
Administration  (REA)  borrowers  would  remain  at  the  $13  inillion  level.   ITie  grant  program 
for  REA  borrowers,  is  expected  to  be  initiated  in  1 994.   This  program  does  not  require  an 
appropriation  but,  rather,  is  funded  out  of  earnings  on  so-called  "cushion  of  credit"  payments 
made  by  such  borrowers.   Currently,  $29  million  is  available  and  an  additional 
$10  million  will  be  available  in  1995.   Funds  not  used  in  1994  will  carry  over  into  1995. 

Rural  business  enterprise  grants  would  be  increased  from  $42  million  in  1994  to  $50 
million  in  1995.   In  addition,  the  1995  budget  includes  funding  for  two  new  programs,  the 
rural  technology  and  cooperative  development  grant  program  and  technical  assistance  and 
planning  grant  program.   Each  would  receive  $5  million. 

The  Alternative  Agricultural  Research  and  Commercialization,  and  the  cooperative 
services  programs  would  be  maintained  at  their  current  levels,  $9  million  and  $6  million, 
respectively. 
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FOOD,  NUTRITION  AND  CONSUMER  SERVICES 

Our  reorganization  and  budget  proposals  place  significant  emphasis  on  programs  that 

promote  good  nutrition.   We  will  increase  our  efforts  to  ensure  that  all  low-income  Americans 

have  access  to  a  healthy  diet  and  that  all  Americans  understand  how  to  achieve  proper 

nutrition. 

Our  budget  emphasizes  the  crucial  role  of  USDA's  food  assistance  programs  in 
improving  the  health  of  our  neediest  citizens.   Among  the  neediest  and  most  vulnerable  are 
the  women,  infants  and  children  who  are  eligible  for  WIC.   WIC  is  growing  steadily  and  our 
budget  provides  for  another  large  increase  of  $350  million  for  the  program,  that  will  take  us  a 
step  closer  toward  full  funding  in  1996.   To  get  the  most  for  our  WIC  dollar,  we  are 
reviewing  ways  to  contain  costs  in  the  WIC  food  package  as  well  as  promoting  breastfeeding, 
and  the  sharing  of  information  among  the  States.   In  addition,  the  budget  proposes  to  fund  the 
WIC  Farmer's  Market  Nutrition  Program  at  the  1994  level.   Given  budget  constraints,  funding 
for  the  other  discretionary  food  assistance  programs  such  as  the  Emergency  Food  Assistance 
Program,  the  Commodity  Supplemental  Food  Program,  and  Food  Donation  Programs  For 
Selected  Groups,  has  been  reduced  from  1994  levels. 

The  Food  Stamp  Program  is  the  primary  source  of  food  assistance  for  needy  Americans. 
Full  funding  will  be  provided  to  cover  projected  changes  in  cost  and  participation,  as  well  as 
implementation  of  the  Mickey  Leland  Act    Additional  emphasis  and  resources  will  be  placed 
on  error  reduction  in  the  Food  Stamp  Program  and  on  Electronic  Benefit  Transfer  (EBT). 
The  Department  has  established  the  objective  of  making  EBT  available  to  all  States  by  1996 


764 


-22- 
where  cost  effective.   EBT  would  reduce  administrative  costs  and  opportunities  for  food 

stamp  trafficking.   As  part  of  welfare  reform,  we  are  also  looking  into  ways  of  consolidating 

the  Employment  and  Training  portion  of  the  Food  Stamp  Program  with  other  training 

programs  of  the  Federal  Government. 

Food  Stamps  and  WIC  are  complemented  by  the  Child  Nutrition  Programs.   The  Child 
Nutrition  Programs  will  be  fully  funded  and  will  cover  increases  in  child  care  food  assistance, 
including  support  for  the  steady  growth  of  Head  Start,  a  program  that  benefits  from  meal 
reimbursements  from  USDA's  Child  and  Adult  Day  Care  Food  programs.   A  top  priority  is 
improving  the  nutritional  quality  of  the  meals  served  by  these  programs.   We  are  developing 
programs  that  will  help  local  school  food  authorities  prepare  healthier  meals,  along  with  a 
comprehensive  nutrition  education  campaign  for  children  that  links  dietary  knowledge  directiy 
to  what  they  eat  in  the  cafeteria. 

Finally,  I  would  like  to  mention  the  increase  we  are  requesting  in  the  nutrition 
information  area.   The  increase  would  assure  that  collection  of  food  intake  data  is  adequate  to 
support  scientific  decision  making.   We  are  concerned  about  the  greater  risks  and 
vulnerabilities  of  children  to  pesticide  residues  in  food  and  the  lack  of  food  consumption  data, 
particularly  for  children  under  five.   ConsequenUy,  even  in  these  very  difficult  budgetary 
times,  we  have  requested  an  increase  to  fund  the  collection  of  food  consumption  data. 
Increased  sample  sizes  will  improve  the  scientific  basis  of  the  data  and  make  it  more  useful  in 
developing  government  pesticide  regulations  and  food  policies. 
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NATURAL  RESOURCES  AND  ENVIRONMENT 

The  budget  in  the  natural  resources  and  environment  area  also  reflects  the  important 

reorganization  and  streamlining  changes  that  1  have  talked  about  earlier  and  continues  to 

emphasize  the  leadership  role  that  the  Department  has  played  in  supporting  the 

Administration's  environmental  initiatives. 

A  key  component  of  my  reorganization  plan  is  the  consolidation  of  USDA  conservation 
programs  within  a  new  agency,  the  Natural  Resources  Conservation  Service  (NRCS).   With 
the  exception  of  the  administration  of  contracts  for  lands  currently  eru^oUed  in  the 
Conservation  Reserve  Program,  the  NRCS  will  be  responsible  for  program  and  policy 
direction,  financing,  management  and  delivery  of  the  Department's  conservation  programs  that 
now  fall  under  the  Agricultural  Stabilization  and  Conservation  Service  (ASCS)  and  the  Soil 
Conservation  Service  (SCS).   However,  the  county  office  staff  of  the  current  ASCS  will 
continue  to  be  available  to  assist  the  NRCS  in  the  delivery  of  the  conservation  cost-share 
programs.   This  consolidation  plan  places,  in  a  single  agency,  the  full  set  of  conservation 
program  policy  tools  needed  to  help  farmers  produce  in  ways  that  minimize  environmental 
problems.    It  also  creates  considerable  opportunities  to  simplify  procedures,  streamline 
operations,  expedite  services  and,  in  the  process,  realize  significant  savings  in  staffing  and 
other  administrative  costs.   Finally,  many  NRCS  administrative  and  financial  management 
functions  at  both  the  headquarters  and  field  levels  will  be  consolidated  with  those  of  the 
Forest  Service  as  part  of  the  Department's  overall  streamlining  efforts. 
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Although  not  under  the  jurisdiction  of  this  Committee,  I  would  like  to  mention  that  the 

Forest  Service  is  by  far  the  largest  single  employer  in  the  Department,  and  will  face 

significant  reductions  as  part  of  the  Department's  plan  to  reduce  total  staffing.  The  1995 

budget  proposes  a  1.5  percent  reduction  or  over  600  full-time  personnel.   While  total  funding 

and  personnel  resources  are  declining,  the  agency  has  proposed  to  continue  an  ambitious 

program  to  implement  the  President's  plan  for  managing  the  old-growth  forests  of  the  Pacific 

Northwest  and  for  economic  action  programs  to  mitigate  the  effects  on  workers  and  their 

communities.   An  additional  $85.8  million  will  be  spent  through  USDA's  rural  development 

programs  to   further  these  efforts  in  the  Pacific  Northwest  and  Northern  California. 

This  past  year  was  certainly  a  difficult  one  for  farmers  in  the  Midwest  as  well  as  for 
California  residents.   We  will  continue  to  work  hard  to  provide  the  necessary  relief  to  all  of 
those  individuals  and  communities  adversely  affected  by  the  floods,  drought  and  other 
disasters.   The  budget  will  ensure  that  adequate  assistance  continues  unabated  and  includes 
the  recently  enacted  1994  supplemental  that  will  provide  significant  new  funding  for  levee 
repair  and  farmland  restoration.   It  will  also  extend  the  authorization  to  enroll  new  acreage 
into  the  Emergency  Wetlands  Reserve  Program  (EWRP). 

One  of  the  Administration's  stated  priorities  and  environmental  goals  is  the  protection  and 
restoration  of  wetlands.   The  1995  budget  supports  the  Administration's  wetlands  policy 
which  was  announced  last  August  and  includes  a  request  of  $241  million  for  the  NRCS  to 
fund  enrollment  of  an  additional  300,000  acres  of  wetlands  into  the  Wetlands  Reserve 
Program.  There  is  also  $15.6  million  for  new  wetland  determinations.   Emergency 
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supplemental  funding  for  the  EWRP  will  also  contribute  to  this  effort  of  wetlands 

determinations  and  easements  in  areas  affected  by  the  Midwest  flood. 

Another  environmental  initiative  emphasized  in  the  budget  is  the  President's  Climate 
Change  Action  Plan  which  is  designed  to  sequester  carbon  from  the  atmosphere  and  to 
stabilize  emissions  by  the  year  2000.   In  1995,  we  are  proposing  $12.4  million  in  funding  for 
this  activity,  an  increase  of  $6.7  million  over  the  1994  level,  which  will  be  reflected  in  the 
budgets  for  the  NRCS,  the  Forest  Service  and  the  Agricultural  Research  Service. 

Finally,  there  were  some  tough  funding  decisions  that  had  to  be  made  with  regard  to 
discretionary  programs.   Funds  requested  in  1995  for  the  watershed  program  will  be  used  to 
complete  an  orderly  phase-out  of  ongoing  construction  work.   No  funds  are  being  requested 
for  new  watershed  planning  or  construction  and  funding  for  the  Agricultural  Conservation 
Program  will  also  be  reduced  by  about  $85  million  as  we  try  to  target  only  the  highest 
priority  soil  and  water  conservation  needs. 

MARKETING  AND  INSPECTION  SERVICES 

Food  Safety 

When  1  testified  last  year,  we  were  in  the  midst  of  a  major  outbreak  of  food  borne  illness 
attributed  to  the  contamination  of  ground  beef  with  the  deadly  E.  coli  pathogen.   This 
outbreak  demonstrated  the  need  to  overhaul  the  meat  inspection  system,  as  well  as 
agricultural  production  practices,  food  processing,  and  consumer  handling  to  improve  the 
safety  of  products  under  oiu  jurisdiction.   With  your  help  we  have  been  able  to  take  the  first 
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major  steps  in  making  the  necessary  improvements  and  I  can  say  that  progress  is  being  made. 

With  supplemental  funds  provided  in  1993  and  new  funds  provided  in  1994,  we  have  added 

200  inspectors  to  the  work  force  and  implemented  the  Pathogen  Reduction  Program.   Under 

the  Pathogen  Reduction  Program  we  have  collected  data  on  the  prevalence  of  pathogens  in 

the  meat  supply  from  farm  to  table,  initiated  research  for  the  development  of  rapid  analytical 

tests  for  detecting  pathogens,  evaluated  inspection  and  new  production  practices,  and 

increased  our  consumer  education  efforts.   In  addition,  we  have  implemented  a  zero-tolerance 

policy  for  fecal  contamination,  published  requirements  for  mandatory  safe  handling  labels 

and,  as  I  recently  announced,  we  have  started  conducting  a  series  of  1 ,000  unannounced  plant 

reviews  throughout  the  Nation.   In  all,  over  70  initiatives  are  being  undertaken  to  improve  the 

safety  of  the  meat  and  poultry  supply.   I  would  like  to  add  that  we  have  operated  with  full 

public  participation  throughout  this  process,  and  we  plan  to  continue  this  open  dialogue. 

Despite  these  early  accomplishments,  more  has  to  be  done  to  ensure  that  Americans 
continue  to  have  the  safest  food  supply  in  the  world.  Therefore,  our  1995  budget  request 
includes  additional  funds  to  expand  our  multi-agency  effort.    At  the  pre-harvest  end  of  the 
system,  we  are  requesting  $5.7  million,  for  a  new  program  to  reduce  biological  pathogens  and 
chemical  residues  at  the  farm  level,  including  the  redesign  of  an  identification  and 
recordkeeping  system  that  can  be  used  to  trace  the  sources  of  microbiological  contamination. 
For  the  slaughter  and  processing  segment  of  the  system,  the  budget  includes  $7.7  million  to 
hire  an  additional  200  inspectors.   We  are  moving  toward  an  inspection  system  based  on 
microbiology.   To  make  such  a  move,  the  budget  requests  an  increase  of  $6.0  million  for 
developing  a  risk-based  inspection  system,  whereby  inspectors  would  be  trained  in  the  latest 


769 


-27- 
food  safety  techniques,  rapid  testing  methods  would  be  developed,  and  new  production 

practices  evaluated.   These  efforts  will  be  supported  by  an  increase  of  $14  million  in  the 

Department's  research  agencies.   We  will  also  continue  our  efforts  to  educate  food  handlers 

and  the  public  about  their  role  in  ensuring  meat  and  poultry  products  are  handled  and  cooked 

properly. 

User  Fee  Programs 

The  budget  request  for  the  Marketing  and  Inspection  Services  agencies  is  $1.1  billion  to 
operate  programs  that  assure  the  safety  of  the  Nation's  food  supply,  protect  the  health  and 
care  of  animals  and  plants,  assure  cost  effectiveness  in  food  and  agricultural  marketing,  and 
assure  open  and  fair  markets.   Many  of  the  programs  which  support  this  mission  are  funded 
by  user  fees.   We  are  proposing  legislation  to  recover  an  additional  $121  million  of  the  cost 
for  providing  services  where  there  is  a  direct  benefit  to  the  industry  or  user.   New  or 
expanded  user  fees  are  requested  for  the  service  of  providing  inspection  beyond  a  primary 
approved  shift  for  meat,  poultry  and  egg  products,  commodity  standardization  activities,  and 
costs  for  administering  the  Packers  and  Stockyards  Act. 

Additional  cost  savings  will  be  obtained  by  reorganizing  agencies,  streamlining 
administrative  functions  and  consolidating  field  offices.   Our  plan  for  reorganizing  the 
Department  merges  the  Federal  Grain  Inspection  Service  with  the  Packers  and  Stockyards 
Administration  to  form  the  Grain  Inspection,  Packers  and  Stockyards  Administration.   The 
new  agency  would  achieve  administrative  savings  while  maintaining  visibility  for  two 
important  industries  in  the  agricultural  sector.  The  Marketing  and  Inspection  Service 
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agencies'  field  office  structure  of  827  offices  is  being  evaluated  to  determine  which  offices 

can  be  closed,  consolidated,  or  collocated. 

RESEARCH,  EDUCATION  AND  ECONOMICS 

Agricultural  Research  and  Education 

We  are  continually  reminded  of  the  critical  support  that  research  and  education  programs 
provide  to  USDA's  overall  mission.   If  we  are  to  effectively  address  concerns  associated  with 
meat  and  poultry  safety,  reduce  the  impact  of  agriculture  on  the  environment  and  maintain  an 
internationally  competitive  agricultural  sector,  we  will  need  new  technology.   Our  budget  for 
research  and  the  transfer  of  knowledge  reflects  this  important  role.   In  total,  we  propose  $  1 .6 
billion  for  these  programs,  about  the  same  as  1994.   The  budget  reflects  a  number  of 
proposed  actions  that  will  streamline  these  programs  and  focus  resources  on  the  highest 
priority  needs. 

One  of  our  reorganization  proposals  is  to  merge  our  research  and  extension  agencies  to 
form  a  single  agency  with  responsibility  for  both  Federal  and  State-based  programs.    While 
opportunities  for  greater  operational  efficiency  is  an  important  factor  in  our  thinking  on  this 
proposal,  the  primary  rationale,  and  the  rationale  that  should  most  impress  our  clientele,  is  the 
need  to  be  sure  we  have  the  best  system  in  place  to  set  priorities  and  plan  and  implement 
research  initiatives  that  involve  both  Federal  and  State  scientists.   An  example  is  our  proposal 
to  improve  the  alternative  pest  control  systems  available  to  farmers,  where  we  will  be  looking 
for  close  interaction  among  Federal  and  State  personnel  in  planning  and  canying  out  research 
and  education  programs. 
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Under  our  budget  request,  an  increase  of  $17  nullion  is  proposed  for  Federal  research.    Ir 

addition,  selected  lower  priority  research  would  be  redirected  to  meet  current  priorities. 
Agency  operations  also  would  be  streamlined  by  closing  outmoded,  lower  priority  labs  and 
reducing  management  overhead.    A  top  priority  for  Federal  research  is  the  development  of 
improved  practices  for  animal  production,  slaughter  and  processing  that  will  minimize 
contamination  from  harmful  pathogens.   Our  Federal  labs  have  the  unique  facilities  that  will 
be  needed  to  research  this  problem  from  production  through  processing.     Additional 
resources  will  be  directed  to  developing  alternative  pest  control  methods  in  support  of  an 
Administration  initiative  to  reduce  the  risks  from  pesticide  use.    USDA  scientists  will  develop 
and  demonstrate  integrated  pest  management  systems  that  can  be  applied  over  a  large  area 
and  will  pursue  development  of  biological  controls  as  alternatives  to  chemicals.   We  are  also 
focusing  resources  to  develop  alternatives  for  soil  fumigation  and  quarantine  uses  of  methyl 
bromide. 

Part  of  our  streamlining  plan  involves  closing  lower  priority  labs  and  concentrating 
resources  at  locations  where  modem  facilities  and  high  priority  programs  are  functioning.    I 
recognize  that  this  proposal  will  generate  some  controversy  at  specific  locations,  but  I'm  sure 
that  all  of  us  recognize  that  we  must  improve  the  efficiency  of  the  system  and  the 
consolidation  of  these  facilities  will  make  a  significant  contribution.   While  adverse  impacts 
on  individuals  and  communities  cannot  be  entirely  avoided,  we  do  plan  to  offer  employment 
opportunities  elsewhere  in  the  system  to  displaced  personnel.   At  the  same  time,  we  want  to 
invest  in  our  remaining  Federal  infrastructure  to  provide  our  scientists  with  safe,  modem 
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facilities  that  will  enhance  their  ability  to  conduct  cutting-edge  research.   We  propose  nearly 

$26  million  to  continue  a  program  of  laboratory  modernization. 

Much  of  the  great  success  in  developing  and  disseminating  agricultural  technology  can  be 
traced  to  the  strong  Federal-State  partnership  that  has  characterized  agricultural  research  for 
more  than  a  century.   We  recognize  the  continued  relevance  of  that  partnership.   Our  budget 
proposal  maintains  support  for  the  basic  formula  programs  that  support  this  fine  system  of 
research  and  extension.   We  are  also  proposing  an  increase  of  over  $17  million  for  the 
National  Research  Initiative  Competitive  Grants  Program  that  will  provide  expanded 
opportunities  to  fund  the  most  highly  meritorious  research  in  areas  important  to  agriculture. 
Through  this  program,  we  can  engage  the  Nation's  premier  scientific  talent  in  solving  some 
of  the  most  vexing  problems  facing  agriculture  today.   The  National  Research  Initiative  (NRl) 
will  help  solve  environmental,  food  safety,  human  nutrition,  rural  economic  and  many  other 
issues  facing  producers  and  consumers. 

Our  State  partners  have  historically  provided  an  effective  mechanism  to  transfer  new 
knowledge  to  producers  and  consumers.   Extension  programs  conducted  through  the  States 
would  be  supported  at  about  the  same  level  in  our  budget  as  in  1994.   Within  the  total,  we 
are  continuing  our  basic  formula  support  and  directing  funds  to  selected  priority  areas, 
including  integrated  pest  management,  sustainable  agriculture  and  food  safety.   In  the  area  of 
information  transfer,  I  also  want  to  mention  the  National  Agricultural  Library  (NAL).   NAL 
serves  a  wide  audience,  from  research  scientists  to  the  general  public.  Our  budget  includes  an 
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increase  to  cover  higher  operating  costs  at  the  Library  and  to  fund  an  initiative  to  enhance  the 

capability  to  deliver  services  electronically. 

Economics  and  Statistics 

The  increasing  complexity  of  issues  dealing  with  nutrition,  food  safety,  the  environment, 
rural  development,  and  international  agricultural  trade  is  making  reliable  and  timely 
agricultural  and  rural  statistics  and  economic  analysis  increasingly  important.   For  example,  as 
international  agricultural  trade  grows  more  competitive  and  domestic  agriculture  becomes 
more  sensitive  to  market  forces,  the  availability  of  dependable  economic  information  and 
intelligence  will  become  more  essential  to  the  production,  marketing,  and  investment 
decisions  of  producers  and  agricultural  businesses. 

We  recognize  that  sound  agricultural  policy  decisionmaking  requires  sound  information 
and,  therefore,  the  Department's  economics  and  statistics  programs  will  continue  to  provide 
reliable  and  timely  information  and  analyses  for  public  and  private  decisionmakers  despite 
funding  reductions  in  some  areas.   Funding  will  be  used  to  maintain  and,  in  some  areas, 
strengthen  the  collection,  reporting,  and  analysis  of  agricultural  and  rural  data.   The  budget 
proposes  an  increase  for  an  expansion  of  pesticide  surveys  to  support  the  Administration's 
initiative  to  reform  the  Nation's  pesticide  laws. 

Pesticide  Initiative 

Last  June,  the  Administration  announced  plans  to  reform  the  Nation's  pesticide  laws  to 
reduce  the  risks  of  pesticides  to  Americans,  especially  infants  and  children.   Our  1995  budget 
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supports  this  initiative  in  a  number  of  important  areas,  including  expanded  research  and 

education  programs,  data  collection  and  economic  analysis.   A  central  part  of  our  1995 
proposal  is  a  $12  million  increase  for  research  and  extension  focused  on  developing  and 
demonstrating  improved  integrated  pest  management  systems  for  application  in  large 
production  areas.   Projects  will  be  conducted  by  Federal  researchers  in  conjunction  with  our 
partners  at  the  Land-grant  universities.   We  are  also  proposing  an  increase  of  over  $  1 3 
million  to  collect  more  comprehensive  data  on  pesticide  use  and  on  food  intake  of  Americans, 
including  infants  and  children.   We  are  coordinating  these  programs  closely  with  the 
Environmental  Protection  Agency   and  the  Food  and  Drug  Administration  to  assure  that  data 
needs  for  risk  assessment  will  be  met 

DEPARTMENTAL  MANAGEMENT  ACTIVITIES 

The  1995  request  includes  funds  to  improve  the  acquisition  and  management  of  the 
Department's  information  resources  systems,  implement  a  strategic  space  plan  at  the 
Washington  headquarters  to  more  economically  provide  office  space  and,  improve  USDA's 
fmancial  management  systems. 

The  budget  includes  resources  to  fund  the  Info  Share  Program.  The  Info  Share  program 
is  a  large-scale,  multi-agency  partnership  which  is  designed  to  improve  service  to  customers 
of  the  farm  service,  rural  development  and  natural  resource  agencies  of  USDA.   Through  the 
implementation  of  Info  Share,  the  Department  seeks  to  improve  service  delivery  by  reducing 
Uie  reporting  burden  on  constituents  of  USDA  farm  programs,  integrating  information 
systems,  establishing  an  information  network,  and  applying  common  standards  in  the 
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administradon  of  different  programs.   Ultimately,  this  will  allow  USDA  customers  and 

agencies  to  exchange  and  access  information  electronically.   Through  the  implementation  of 
this  program,  the  Department  will  realize  long-term  cost  savings  through  greater  economies  of 
scale.   The  expected  cost  for  Info  Share  in  1995  is  $90  million  and  from  1995-1999,  the  costs 
are  projected  at  about  $1  billion.   This  projection  reflects  a  decrease  of  more  than  50  percent 
from  previous  agency  estimates  for  separate  system  purchases.   This  project  is  an  integral  part 
of  the  Department's  plans  to  establish  a  single  Farm  Service  Agency  and  create  one-stop 
Field  Office  Service  Centers. 

The  Department  has  developed  a  strategic  space  plan  to  handle  the  space  needs  for  the 
USDA  in  Washington,  D.C.   Currently  the  Department  houses  about  12,000  employees  in  the 
four-building  headquarters  complex  in  Washington,  D.C,  and  in  leased  office  space  in  17 
buildings  scattered  throughout  the  metropolitan  area.   In  light  of  the  Presidential  initiative  to 
reduce  Federal  employment,  the  space  plan  has  been  tailored  to  meet  the  needs  of  USDA 
based  on  the  projected  reductions  in  staff  in  Washington.   The  plan  is  designed  to  modernize 
the  South  building  over  a  period  of  8  years  and  eliminate  the  need  for  leased  space  in  the 
Washington  area.  The  budget  request  includes  resources  to  initiate  this  plan  which  will 
ultimately  reduce  costs  and  improve  efficiency.  This  budget  request  will  fully  fund  the 
General  Services  Administration  for  rental  charges;  provide  funds  to  design  a  modemization 
plan  for  the  South  building;  provide  funds  to  start  the  construction  of  a  new  facility  in 
Beltsville  on  land  owned  by  USDA;  and  fund  the  full  operation  of  the  headquarters  complex. 
Beginning  in  1995,  USDA  will  assume  full  operation  and  control  of  its  Washington 
headquarters  complex  which  will  eliminate  about  $50  million  annually  in  rental  payments  to 
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GSA.   These  funds  will  be  used  to  help  finance  the  1995  costs  of  the  strategic  space  plan 

initiative.   When  the  plan  is  completed  by  2003,  the  Department  will  begin  saving  an 

additional  $30  million  annually. 

Resources  are  also  requested  to  implement  much  needed  financial  systems  oversight.   The 
funds  will  be  used  to  correct  deficiencies  in  the  Department's  financial  management  systems 
and  provide  better  stewardship  over  the  substantial  resources  entrusted  to  USDA.    In  addition, 
increased  funding  is  included  for  the  Department's  hazardous  waste  management  activities  to 
support  increased  efforts  to  promote  facility  compliance  under  the  requirements  of  the 
Comprehensive  Environmental  Response,  Compensation  and  Liability  Act  and  the  Resource 
Conservation  Recovery  Act. 

That  concludes  my  statement.    I  am  looking  forward  to  working  with  the  Contmittee  in 
the  months  ahead  in  reviewing  these  budget  proposals  as  we  work  to  meet  our  common 
objectives  of  serving  our  customers  while  protecting  the  spending  caps  we  all  agreed  to  last 
year. 
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